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ADMINISTERED PRICES 


TUESDAY, JUNE 16, 1959 
U.S. Senate, 


SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 


The subcommittee met, pursuant to notice, at 10:05 a.m., room 312, 
Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senator Kefauver (chairman). 

Also present: Paul Rand Dixon, counsel and staff director; Peter 
N. Chumbris, counsel for minority ; Theodore T. Peck, special counsel 
for minority ; Nicholas N. Kittrie, special counsel for minority ; Philip 
R. Layton, assistant counsel; KE. Wayles Browne, Jr., economist; 
Walter S. Measday, economist; Paul S. Green, editorial director; 
Gladys E. Montier, clerk, and Ann Cooper Penning, administrative 
assistant to Congresswoman Griffiths. 

Senator Krrauver. The committee will come to order. 

Today the subcommittee is resuming its inquiry into administered 
prices by holding hearings on the bread industry. Thus far the sub- 
committee has examined administered prices in the oil, steel, and 
automobile industries, and in certain aspects of the roofing industry. 
Following the hearings on the bread industry the subcommittee will 
extend the inquiry into drugs and possibly other industries some time 
this fall. In addition to these industry-by-industry studies, the sub- 
committee has heard testimony from economists and other experts who 
have specialized on the subject of administered prices. 

The subcommittee has also inquired into the effectiveness of the 
antitrust laws to deal with the problem of administered prices, and 
has held hearings on the price notification bill (S. 215), introduced by 
Senator O’Mahoney. Since the subcommittee began this inquiry in 
the summer of 1957, 10 volumes of hearings, numbering over 5,000 
pages, and 3 industry reports have been issued. 

The baking industry in terms of volume of shipments is the Nation’s 
13th largest industry. If to its value there is added the shipments 
of its supplying industry, flour and meal, the aggregate value would 
place the combined field among the Nation’s half a dozen most im- 
portant industries. Moreover, reflecting the increase in population, 
the total output of the industry will undoubtedly continue to expand 
in coming years. Thus, as compared to an estimated consumption of 
around 11 billion pounds of bread in 1958, it has been forecast that by 
1965 the figure will have risen to 1614 billion pounds, and by 1970 
to 18 billion pounds. 

Like the prices of steel and automobiles, the price of bread since 
World War II has moved steadily in only one direction—upward. 
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I wish to emphasize the word “steadily.” Unlike many other prod- 
ucts which are more sensitive to changes in supply and demand, the 
price of bread has not declined during periods of recession suc h as 
1953-54 and 1957-58. Indeed an inspection of the movement of the 
retail price of bread in the 20 cities for which the BLS collects data 
reveals only a few declines in the yearly average price in any city since 
1947. By 1958 the average retail price of bre: ead had risen ‘45 percent 
from the average of 194 7-49. This compares with an increase of only 
23 percent in the cost-of-living index. 

What has made this upward movement of prices particularly strik- 
ing is the fact that it has taken place while the price to the farmer 
for wheat and other farm-produced ingredients has actually been 
going down. In 1947 the average retail price for white bread paid 
by consumers was 1214 cents a pound, of which the farmer received 
3.7 cents. By 1958 the retail price had risen to 19.3 cents, of which 
the farmer received only 3 cents. The farmer’s share of the retail 
price of bread was just about halved, dropping from 30 percent in 
1947 to 16 percent in 1958. Thus it is not at all surprising to find 
that in a recent survey of changing price spreads between what the 
consumer pays and what the farmer receives, the House Agriculture 
Committee reported that : 


The greatest divergence between the farm and retail prices in this 10-year 
period (1947-58) has occurred between the farm price of wheat and the retail 
prices of cereals and bakery products. 

The subcommittee also wishes to examine into the question of 
whether the steady increase in price may reflect an underlying change 
in the industry’s structure. All of the available evidence indicates 
that concentration in this industry has been rapidly increasing. Ac- 
cording to census data the four largest companies increased their share 
of the ‘industry’ s oe from ‘16 percent in 1947 to 20 percent in 
1954. In view of the fact that since 1954 the four largest companies 
have shown a greater percentage increase in sales than the rest of the 
industry, there can be little doubt but that the trend toward incre: ising 
concentration is continuing. 

In considering these concentration figures, it is important to realize 
that. unlike steel or automobiles, bre: ad is a perishable product sold 
predominantly in local markets. Since none of the four largest com- 
panies is engaged in each local market of the country, it follows that 
concentration tends to be higher in individual markets than in the 
Nation asa whole. Thus although i in 1954 the four largest companies 
accounted for 20 percent of shipments in the Nation as a whole, there 
were only three States in which the four largest producers made less 
than 30 percent of the shipments. In my own State of Tennessee the 
four largest producers accounted for over half of the shipments. 

As part of these hearings the subcommittee plans to inquire into 
the causes of the increase in concentration in the bread industry. To 
what extent is it due to such normal and inevitable forces as the need 
to operate larger plants in order to achieve the technological econ- 
omies of mass production? And to what extent is it due to factors 
which are not inevitable in the nature of things, but could conceivably 
be arrested without any impairment of efficiency ? 

Such information as the subcommittee has been able to secure in- 
dicates that mergers and acquisitions, particularly in very recent 
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years, may have accounted for a considerable part of the increase in 
concentration. Similarly, it has been reported that some of the in- 
dustry’s largest companies have engaged in the widespread practice 
of price discrimination, reducing prices in some areas to a point which 
either drives the smaller bakers out of business or seriously cripples 
their economic influence in the market. We are particularly alarmed 
by the fact that between 1957 and 1958 the rate of disappearances 
from the industry of independent wholesale bakeries was twice that 
of the average of the preceding 7-year period. In addition to price 
discrimination, the subcommittee has received reports that some of 
the large bakers have been engaging in other unfair and predatory 
practices. 

The subcommittee plans to inquire into the contribution to the in- 
crease in concentration of mergers, price discrimination, and other un- 
fair and predatory practices. In addition it plans to examine cer- 
tain other developments affecting both the production and the dis- 
tribution of bread, which may also be playing a part in bringing 
about a centralization of production. 

The subcommittee is seeking to determine whether in fact the in- 
dustry is in the process of being transformed from a traditional, 
locally owned, single-plant, small-business type of operation to an 
absentee-owned, multiple-plant, giant-corporation type of operation. 
To what extent is the price of bread still being determined as a re- 
sponse to changing market conditions by the over 5,000 smaller firms 
which make up the industry, and to what extent by the decisions of 
management of a few giant national baking companies? 

These are some of the questions in which we are interested and to 
which the inquiry will be directed. 

Today we are going to hear two witnesses, Mr. George N. Graf, the 
general manager of the Quality Bakers of America Cooperative, Inc., 
and Mr. Angus McDonald, coordinator, Division of Legislative Serv- 
ices of the National Farmers Union. 

The first statement will be by Mr. George N. Graf. 

We are glad to have you here, Mr. Graf. You have a statement, 
which the committee has received with a number of tables and ex- 
hibits and quotations, all of which will be made a part of the record. 
You may handle them in your own way. 


Will you proceed, Mr. Graf? 


STATEMENT OF GEORGE N. GRAF, GENERAL MANAGER, QUALITY 
BAKERS OF AMERICA COOPERATIVE, INC. 


Mr. Grar. I might state that through some mishap 50 copies of 
the statement for the press were sent to Dr. Blair. I don’t know if 
they have arrived yet but they were shipped last Thursday. Some 
of the press want copies. But in view of that, I think with your in- 
dulgence if I read it, it will take about 30 or 35 minutes. Is that too 
long a period to read the statement in its entirety ? 

Senator Keravuver. That is all right, sir. 

Mr. Grar. My name is George Graf. I am a graduate mechanical 
engineer, originally specializing in industrial engineering. 

I have been connected with the baking industry since 1925. During 
these past 34 years, I have actively managed two different units of a 
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large bakery organization; spent several years as an industrial engi- 
neer for a medium-sized bakery chain; for 8 years operated my own 
business as management and marketing consultant to driver sales- 
man type industries; e.g., bakers and laundries, etc. The balance of 
my experience—somewhat over 20 years—has been spent with the 
Quality Bakers of America Cooperative, Inc., of which I am presently 

general manager. 

Senator Krravuver. Where is your home, Mr. Graf? 

Mr. Grar. My office is in New York City at 42d Street. My home 
is on Long Island. 

The Quality Bakers of America is a management advisory coopera- 
tive. We own no bakeries, but counsel the members who own the 
cooperative. It was founded in 1922 by a small group of independent 
wholesale bakers in an effort to equalize themselves in competition 
with the giant group bakery organizations which were then in the 
process of formation and expansion. 

QBA is a nonprofit cooperative owned and operated by its member 
bakers. Throughout its 37 years of existence, it has adhered to its 
original objective; namely, strengthening its individual small baker 
members in competition with the very large bakery organizations and 
in essence it duplicates all the service and functions which normally 
are provided by the headquarters of a large group organization out of 

. its headquarters and to its branches. 

A copy of our membership pledge labeled “Exhibit A” is attached. 

I won’t read it particularly. It is primarily a pledge of service 
and maintenance of quality. 

Starting with this philosophy and centering around a common and 
uniform cost system so that each member can constantly compare his 
performance with all the others, QBA has built a service organiza- 
tion comprising 14 major departments; all staffed by highly skilled 
and trained personnel. 

QBA is able to furnish its small-business members with advice and 
guidance comparable with the largest bakeries in the country in the 
following areas: 


Accounting and cost service 
Advertising 

Cake and sweet goods 
Dealer relations 
Insurance analysis 
Laboratory 
Engineering 
Management 
Personnel 
Production 

Sales promotion 
Sanitation 

Supplies sales 
Transportation 


The practical application of the ideas and developments of these 
departments is carried into the field by a staff presently of some 45 
trained specialists. In the average year, some experienced field serv- 
iceman from one of our departments is working and counseling in 
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each of our plants some 40 days a year on regular service, plus approxi- 
mately an additional 20 days on special work. 

Thus, we average about 5 days out of each month in individual 
field assistance. 

A summary of the scope of some of our regular and special services 
is contained in Bulletin No. 594 which I recently sent to our mem- 
bers. This bulletin is labeled “Exhibit B” and is entitled “Equaliz- 
ing the Independent With the Largest Corporations.” 

I submit it purely as an example of the type of services that are 
rendered by the cooperative. It lists some 19 special services cover- 
ing all phases of the bakery management operation available to 
to these bakers. 

To give you a quick picture of the size of the group, we presently 
have 123 bakery members operating in 41 States of the United States, 
including Hawaii, plus 14 nonresident memberships in Canada and 
Bermuda. Total sales volume of the group in 1958 was $279,2380,000. 
Our members in the aggregate employ some 14,760 families and oper- 
ate some 4,900 trucks and routes. 

Up to the year 1942, while we had equalized ourselves in competi- 
tion with the very large companies in many of the more important 
management areas, we still suffered a great disparity in advertising. 

Our members operated under 87 different brand names, while our 
large competitors advertised generally just one national brand. That 
year we started to establish a uniform trademark and badge of mem- 
bership. Our trademark and trade name “Sunbeam,” represented 
by a little golden-haired girl holding a slice of bread, is now used 
by 105 of our members and is today one of the top brands of bakery 
products in the United States. A copy. of this collectively owned 
trademark is attached in exhibit C: 

With this brief picture of the QBA organization, which, as I pre- 
viously mentioned, is strictly a cooperative for furnishing mutual 
operations and management assistance, I am prepared to answer the 
— which I understand is asked of me and which I will state 
shortly. 

Before doing so, I might state one rather important point. We 
are not the only management cooperative assisting wholesale bakers. 

In recent years, two other similar organizations have been formed 
by the independent small wholesale bakers. These are the Inde- 
pendent Bakers of Chicago, Ill., and the American Bakers Coopera- 
tive of Teaneck, N.J. These cooperatives function quite similarly 
to ours. Each also has a common trademark or brand. They are 
fine organizations and, reflecting the growing need for competent 
counsel and guidance to offset the growing power of size and merger, 
they seem to be pas in strength and prestige daily. These two 
cooperatives and ourselves service a total membership of 258 inde- 
pendent bakers. 

In view of the area which I have been asked to discuss, the im- 
portant thing to point out in connection with these bakery coopera- 
tives is the fact that, with three of us in the field, there is available 
to practically any independent baker of reasonable qualifications a 
strong, competent source of mutual self-help in management counsel 
and guidance as well as in other areas where group and cooperative 
activity can produce benefits. 
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It is advisable also at this time to present a picture of the relative 
position of these three cooperatives in the total — of the whole- 
sale baking industry. This is shown below. The figures submitted 
are in part estimated but are approximately correct. 

There are 18,000, according to the 1957 “Baking Establishments in 
the United States,” doing roughly $4 billion business a year. Among 
the wholesale bakers, the group in which we are represented, there 
are 5,426 doing $2,672 million a year. 

The eight largest wholesalers, representing 351 producing units, 
do $1,110 million, or about 26 percent of the total business or 41.5 per- 
cent of the wholesale business. 

The three cooperatives operating 258 units have a sales volume of 
$570. million, 13 percent of the total baking industry or 21.4 percent 
of the wholesale only. 

All other wholesale, comprising some 4,817 units, many of which, 
of course, are small specialty bakers—rye bread and cookies and so 
forth—who are really not quite competitive in our field, do a volume 
of $992 million. That is 24 percent of the total baking business, or 
37 percent. of the wholesale. 

(The table referred to follows:) 


Composite picture of the wholesale baking industry 


Number of Volume Percent of Percent of 
Group establish- (dollars in total wholesale 
ments millions) 





Total baking industry : 118, 174 2 $4, 156 
Total wholesale bakers only... -- <a 1§, 426 2 2,672 
8 largest wholesale bakers EES es 351 31,110 
3 bakery cooperatives 258 570 
All other wholesale ; 4992 


1 From 1954 Census of Manufacturers (USDC). Probably very considerably less today due to the very 
rapid paee of mergers, acquisitions by large corporations, closures, etc. 


2 Awaiting the 1958 census, this figure estimated by adding 12 percent average price increase to 1954 census 
estimate. e 


3 A calculation determined by adding to the 1958 published figures of the 8 largest companies the estimated 
volume of their late 1958-early 1959 acquisitions—i.e., Omar, Braun, Rochester, Schneider’s, and Grocers 
baking companies—and then deducting an estimated $90,000,000 allowance to cover sales of Morton’s Frozen 
Pies, Stewarts, Van de Kamp and the house t-to-house routes of General and Continental baking companies. 


By deduction of sales of the 8 largest companies, plus the 3 cooperatives from the total wholesale sales 
above. 


Mr. Grar. It is evident from the above that the effort of the smaller 
corporations to offset the growing power of the largest companies 
by organizing themselves into management cooperatives is most sig- 
nificant. 

Incidentally, from our experience this movement is worthy of fur- 
there exploration by those interested in helping small business. We 
find a growing interest on the part of dairies, meat packers, potato 
chippers, tobacco distributors, canners, et cetera, in this form of self- 
help, and in some cases we have assisted them with suggestions. 

Last February I addressed the National Canning Institute on the 
subject of how cooperative management groups might assist some of 
the small canners who were losing out tremendously in competition 
with the same type of thing. We found a great interest. in this. The 
talk was entitled “A Slingshot for David” and was published by the 
National Canners Association on February 22, 1959. 

Dr. Blair has some copies. 
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Senator Kerauver. We will put this in the appendix of the record. 

Mr. Grar. If you wish. 

(The document referred to will be found in the appendix on p. 
043. ) 

Mr. Grar. It is our opinion that anything which can be done well 
individually can be done better cooperatively. 

Our format holds much promise for our own as well as other 
industries. 

From the chart above, several very significant figures are noted: 

1. The 8 largest companies operating 351 plants do 41 percent 
of the estimated wholesale bakery business and 5,075 independent 
smaller units account for 59 percent of the business. 

2. Among these 5,075 plants of the independents are 258 units 
grouped in 3 cooperatives to assist each other in combating the 
strength of the large corporations, and these units account for 21.4 
percent of the wholesale business, or 36 percent of all the business done 
by independents and individuals together. 

3. An indication of the rapidity of growth of the eight largest cor- 
porations via acquisitions is shown in footnote 3. 

As mentioned in your own statement, Senator, these acquisitions 
gained impetus about 3 or 4 years ago. Here are listed some of the 
more important acquisitions within the past year. This trend toward 
acquisition gained impetus just before the 1954 census was taken. It 
is difficult. to ascertain the exact amount of growth enjoyed by these 
eight companies as a result of such acquisitions in the past 5 years. 

The 1958 census is not ready yet for publication and I understand 
will not be until some time toward the end of the year, so some of the 
figures I provide had to be computed. 

Total sales of plants acquired in this period would conservatively 
amount to $125 million annually. We fear this trend will continue to 
accelerate. 

It is quite apparent, therefore, that the position of the large cor- 
poration baker for what is normally a localized industry selling a 
perishable product is not only extremely strong, but it is rapidly grow- 
ing stronger. Also that there is a very evident effort on the part of 
the independents to equalize this by group action. 

Now it is my understanding that the committee wishes me to answer 
the question: Is the independent wholesale bakery operation of com- 
parable size to the unit of a large corporation as efficient as the latter? 

Can he hold his own and survive in normal] fair competition ? 

The economics of the wholesale baking industry are presently such 
that a plant operating at a rate of 60 loaves a minute on a 50- to 60- 
hour per week split schedule can achieve an excellent point. of effici- 
ciency and a reasonably competitive cost to the door. Such a plant 
will average from $11, to $2 million annually and will employ approx- 
imately 140 families. 

Depending upon the nature of its distribution; its skill in sales; its 
cost of labor; and its contracts with the union, such an independent 
small manufacturing business with competent management will have 
no problems under free and reasonable competition. I say this with 
assurance for there are many such holding their own in competition. 

If such a plant were affiliated with one of the three progressive co- 
operatives above mentioned, or form similar ones of their own I would 
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add parenthetically, he would benefit tremendously in added manage- 
ment and competitive aids and he will be that much stronger com- 
petitively. 

In all sincerity and honesty, I therefore believe I can answer af- 
firmatively the question asked of me—independent wholesale bakeries 
of the size mentioned, even smaller—with reasonably competent man- 
agement, particularly those who are affiliated with one of the several 
guidance cooperatives, can and do more than hold their own under 
fair and normal competition. 

Here are some of the reasons for these convictions: 

1. The independent starts with certain natural and strategic ad- 
vantages. His personal ownership of the operation, the local nature of 
the bakery enterprise, the flexibility of his decisions, the maneuvera- 
bility, and the personal neighborly acquaintanceship with customers 
are a decided asset and tend to more than offset certain advantages 

ossessed by a similar unit operated by a large group corporation. 
Yertainly as a local plant owner, the ty Mates is strategically in a 
better position than the paid manager of a group unit. 

2. if he is a zealous and cooperative sence of a bakery manage- 
ment cooperative, there is no limit to the extent to which he can 
jointly with others build and receive expert guidance, management 
counsel, and assistance comparable—even better in some areas to the 
help which a local group bakery manager receives from his head- 
quarters. Further, the cost of such cooperative assistance is in- 
expensive and generally more than offset by direct savings from co- 
operation. Our cooperative now has services available in every im- 
portant department and even to the extent of management develop- 
ment and succession, which incidentally is one of the great weak areas 
because many of the owners of a business when they get to a certain 
age want to cash in their chips because they have not appointed or 
developed sufficient succession under them. 

If necessary, we can direct thee entire operation for long periods 
after a catastrophe such as the death of the owner. 

3. Even though the average annual sales of the corporation group 
bakery unit $3,170,000 are roughly 50 percent higher than those of 
the average independent affiliated with a cooperative our present 
average—$2,220,000—this difference in bakeries of this size does not 
materially affect the relative plant efficiency. In operating efficiency, 
the higher annual volume of the average group corporation unit is 
offset by several things: 

(a) It is generally located in a denser urban area where costs are 
higher. 

(6) The group corporation units generally tend to spread farther, 
operate a higher proportion of outlying distributing branches or what 
we call loading stations which increase distribution costs. 'These 
added distribution costs tend to offset differentials, if any, in produc- 
tion costs and equalize between bakeries of $3 million sales and $2 
million. 

4. Sales progress: In the past, saleswise the average QBA plant has 
been able to equal and often outperform the large corporation. In 
exhibit D, we submit what is known as our yardstick chart for the 
years 1940 to 1950 and also for 1950 to 1958. 
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In analyzing this chart it is important to note that its purpose 
is to measure sales performance. Therefore, the QBA column does 
not include acquisitions or growth in membership. This column 
measures only the annual and aggregate growth of our average plant 
year to year. On the other hand, since there is no accurate way to 
ascertain annual sales of acquired plants by the large companies, their 
columns measure their total annual recorded sales. 

The charts compare the four largest bakers with QBA and with 
the gross national product. 

Now it is interesting to note in the 1940-50 period the average 
QBA independent plant outperformed the average of the then Big 
Four bakers by a wide margin—364 to 242 by 1950—despite any 
— on the big companies’ part which in this period were 
light. 

“The average QBA plant also beat all of them individually. It also 
outstripped the gross national product, which, incidentally, the Big 
Four bakers did not quite equal. 

The picture changes quite radically in the 1950 to 1958 period. This 
is the era of acquisitions. Among the sizable mergers were Merita 
Bakeries by American, Morton’s Pies and others by Continental, Van 
de Kamp, and Eddy’s by General. That is why we feel our perform- 
ance index of 149 in this later period, since it includes no acquisitions, 
is still a good record against the 178 average of the Big Four with 
their acquisitions. 

This chart, however, shows how radically the market is changing, 
and these trends indicate why we fear for the future. 

Senator Keravver. Mr. Graf, do you want to finish your statement 
or will you yield for an interruption ? 

Mr. Grar. Any time, as you gentlemen wish. 

Senator Krrauver. Do you in your statement explain how QBA 
operates insofar as purchasing is concerned ? 

Mr. Grar. No. I don’t explain it in detail. I didn’t think it was 
necessary to this investigation. 

Senator Kerauver. Would you rather do that when you get through 
with your statement ? 

Mr. Grar. I would prefer if that is agreeable to the group. 

Senator Keravuver. All right, sir. 

Mr. Grar. You might incidentally write any other questions which 
occur if you prefer to handle it that way. I want to call your atten- 
tion to that exhibit to this footnote: 

Note.—Note QBA or independent bakers’ growth failed to equal gross national 
product in the 1950-58 period. 

Senator Krrauver. What do you mean by that? 

Mr. Grar. If you will refer to the particular chart mentioned, it 
is in the rear of the book labeled “Schedule D, QBA Yardstick Chart.” 
The last column in that chart, “Gross national product,” is the 
recorded gross national product which many industries use as a yard- 
stick for sales progress and growth. 

If you are following me, taking the years 1950 to 1958, the lower 
half of the chart, the year 1950 at 100, you will notice the gross national 
product progress rose to 154 by 1958. Next to that is the QBA sales 
growth, which went from 100 to 148. That is on the left. And next 
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to that, further left, is the growth, starting in 1940, of the four largest 
bakers, that is, Ward Baking, General Baking Co., American, and 
Continental. 

Mr. Dixon. Is it your contention that what happened between 1950 
and 1958 as compared to what happened between 1940 and 1950 can 
be explained only by the merger movement that took place ? 

Mr. Grar. No; not the only thing. There are others that enter this 
picture. First of all our industry is suffering from a pretty steady 
decline in per capita bread consumption since 1924, which we hope 
has been slightly arrested in recent years. Also, the tremendous growth 
of the chain grocery bakeries, which growth has been extremely rapid 
in the last decade and has thinned our market greatly. 

There has been a decline in the number of independent grocers, 
who constitute our largest market; many, many thousands have gone 
out of the business in this same period. So there is a radical market 
change which is partially responsible for this. As a result of all this, 
the sales growth of the four big bakers which includes their acquisi- 
tions, even with these acquisitions, is only slightly over the gross 
national product. 

Mr. Dixon. So it isa combination of factors ? 

Mr. Grar. It isa combination of many factors. 

Mr. Drxon. And you are going to explain them in your statement ? 

Mr. Grar. Some of which I will. 

Mr. Cuumenrts. I note one thing here in looking at these figures. 
Starting with 1955 to 1958, the gross national product has jumped 17 
points and you have jumped 19 points. 

Mr. Grar. From 1955? 

Mr. Cuumpris. Through 1959. 

Mr. Grar. Yes; from 123 to 148, and 127 to 154, there is a change 
in the trend. 

Mr. Dixon. Does that look good to you? 

Mr. Grar. It looks very good to me. As a matter of fact, I present 
the chart to highlight several poifts. First, I think that the per- 
formance of our independent bakeries—my area is to define the ability 
of the aggressive independent to survive—is well shown here. The 
fact that we are with a score of 148 against 154 for gross national 
product against 177 for the big bakers with acquisitions is positive. 

Mr. Dixon. Is there any reason to show why the last 4 years would 
give you a more favorable trend ? 

Mr. Grar. I think that it has been a stepup of sales effort. I think 
that the period of transition, while we were changing 105 of our 
plants to a common brand, began to gain momentum and to accelerate 
in that period. In this period too our bakers developed a new process 
for baking bread and so far we use it almost exclusively. 

Mr. Dixon. Thank you. 

Mr. Grar. I shall refer to my script again and continue with the 
reasons I believe the strong independent is competitive with the large 
corporation bakers. 

5. Operating performance: Measured at least by the profit per- 
formance of our own group, operating efficiency of the independents 
has been, if anything, superior to the large corporations. It might 
be noted here that QBA, like the other two cooperatives, as well as 
many of the other independent wholesale bakers, operate under a 
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rigid and meticulous cost system, which furnishes most thorough 
and detailed information and provides a means of exchange of op- 
erating performance on a plant-by-plant basis between our plants. 
In exhibit EK, attached, I sani a portion of one of our typical cost 
reports. 

This is a very involved and very detailed exhibit which shows the 
scope and the detail into which we break down costs and performance 
statistics. This particular sample happens to be a condensed por- 
tion of the “Regional and National Average of the Year 1958,” with a 
comparison against 1947. 

Such a report is issued to our members every 4 weeks. In addi- 
tion, the body of the report as sent to the members will contain simi- 
lar detail on each of the more than 100 plants who submit figures. 

6. Profitwise, our observations, carefully checked and studied, con- 
sistently indicates that our average independent baker equals, and 
generally betters, the median performance of the large corporations. 

As an example of this, I submit exhibit F which shows the 1958 
sales, profits, and average sales per plant performance of the eight 
largest corporations compared with the QBA average. 

Mr. Dixon. You have 123 members? 

Mr. Grar. Yes. 

Mr. Dixon. You have figures for how many ? 

Mr. Grar. Our monthly report to the members will involve about 
105 to 108 plants. 

Mr. Dixon. So your average figures, which you depict here on this 
exhibit, are made up from those members ? 

Mr. Grar. Basically from an average of 105 plants. 

Mr. Cuumpris. May I ask you one question? When you say QBA 
plant, would you define that for ys? 

Mr. Grar. A QBA plant is a QBA member plant, a member of 
our organization, and a part owner of the cooperative. 

Mr. Cuumpris. But it is not a plant that is owned by the coopera- 
tive itself ? 

Mr. Grar. No. The cooperative owns no plants, sells no products, 
has nothing to do other than management guidance, group purchas- 
ing, as I will explain later. 

Mr. Cuumpnrts. I noticed that in the beginning of your statement. 

Mr. Grar. Yes, I want to emphasize that point. We have no op- 
erations that we own, not even the tiniest. 

Note the profit average for the eight large companies in 1958 was 
2.92 percent on sales. QBA average is 4.35 percent. 

So I submit the point that our bakers are competitive and efficient 
by their profit performance. 

7. Bankruptcies: Incidentally as a result of the above performance, 
if our own group at Quality Bakers of America is typical of the other 
cooperatives, bankruptcies or dissolution with losses to outside credi- 
tors have been a rarity. Here is the record of lost members in the 
QBA group since 1952: 

Sold to chains or nonmember bakeries__..-..----..------------- se cao 11 


rranes converted to IOGGING SIAUIONG. . 2.62 ccn inn sccncncunieneennen 13 
Bankruptcy 


*In consideration for this single case, it might be pointed out that this plant was 
practically in receivership when it came into membership and was a member for only a 
matter of a few months. 
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It is quite evident from the above that lack of efficiency is not the 
underlying cause of our mortality. The plants shut down and con- 
verted to loading stations reflect the rise in the economic size or 
break-even operating point of a bakery in recent years. Such events 
as converting to loading stations, reciprocal baking, etc., are rather 
reflections of high efficiency. 

Our major losses in membership, because they involve larger plants 
are primarily a part of the steadily increasing process of integration 
in the industry, mostly sales to large group corporations. 

Admittedly, our present tax structure is partially responsible for 
this. The net effect however is accelerating the size and the power 
of the large corporation bakers and constantly widening the gap 
between them and the small-business operator. 

It is in this area that real fears for the future arise. Speaking only 
for ourselves, while by and large those of our operators who have not 
sold out to big corporations have successfully stood their ground in 
competition and while we in Quality Bakers of America have no.gen- 
eral complaint about the competitive activity of the large companies, 
we fully realize that the climate in which we do business has quite 
radically changed in very recent years, and that from here on power 
could be more potent. 

Yesterday we received in the mail an interesting letter from ap- 
parently a purveyor of bakeries, Arthur Luxem & Associates stating 
that he has for sale 145 bakeries in 36 States, baking bread, pies, and 
cookies, averaging $1 million to $4 million. This demonstrates the 
change of the character in our business, There are apparently an 
awful lot of bakeries willing and ready to sell out. 

Senator Kerauver. Suppose you make that letter exhibit G. The 
last exhibit will be marked F. 

(The letter referred to will be found on p. 6086.) 

Mr. Peck. Mr. Graf, on page 15 appears the sentence: 

Admittedly, our present tax structure,is partially responsible for this. 

Do you have any particular tax in mind, sir? 

Mr. Grar. No specific tax. Because of the present tax structure, 
we do find in management, that the ability to accumulate growth 
capital is most difficult for the small business. In our industry mak- 
ing a growth transition from X volume of units to Y, the efficient 
point being presently about 60 units a minute, requires certain expen- 
sive newer machinery. This plus the trend to automation, steps up 
the need for capital and it is becoming increasingly more difficult for 
the small business to accumulate that capital after taxes. Many 
bakers prefer to sell out when that need arises. 

Secondly, the need of being in a fairly good cash position because 
of estate taxes plays a part in a decision to sell the plant. The entre- 
preneur who 35 years ago was progressive built himself a business, 
now reaching the age of 60 or so and facing the need of gearing to 
competition, discovers he needs to make a $150,000 or $200,000 invest- 
ment in equipment gets scared so he says “I would rather sell out 
than face this added risk at my age.” I have no specific recommen- 
dations on taxes. 

Mr. Prcx. Mr. Graf, you mentioned that perhaps the small or 
neighborhood baker seems to be dying out. In line with our dis- 
cussion of the tax structure to which you referred, do you find that 
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the Federal estate tax tends to promote the voluntary sale of small 
companies ? 

Mr. Grar. Yes. 

Mr. Peck. To larger companies? 

Mr. Grar. It tends to encourage that. ‘ 

Mr. Peck. Because the death of the family owner might result in 
an estate tax bill which could be paid only by means of selling tha 
company in order to raise the cash to pay the tax ? 

Mr. Grar. That’s right. 

Mr. Peck. Do you find that is so? 

Mr. Grar. We have had situations of this kind. We are constantly 
advising our members to prepare in advance for that. Currently 
we are making a study of balance sheets in our type and size of bakery, 
primarily against the day when this happens for that owner. Very 
little is known about effective ratios in balance sheets for wholesale 
bakeries. We have had a couple of experiences that were really kind 
of sad in connection with estate taxes, and finding the cash to meet 
them. 

So that there is a connection. I am not enough of a taxman or an 
accountant to speak authoritatively in that area. There is, however, 
an area in taxes which is definitely hampering and retarding busi- 
nesses of this size. This is particularly true in a business which is 
growing and in an industry like ours which requires capital and al- 
ways more fixed assets for further expansion. 

Mr. Prcx. Has this tax consideration been more or less important 
within this period of 1950 to 1959 ? 

Mr. Grar. I would say it has been slightly more important. 

Mr. Peck. Thank you, Mr. Chairman. 

Senator Kerauver. You mentioned the need for capital particularly 
to get more modern equipment to keep up with the necessity of auto- 
mation, and you mentioned the tax situation which we understand. 
In other words, the small fellow has difficulty in retaining sufficient 
funds to provide capital outlay. I suppose also that the small fel- 
low would have difficulty in getting money at reasonable rates or at 
as reasonable rates on the money market as the larger plant. 

Mr. Grar. Yes; he does. We look with great hope to these new in- 
vestment companies that were formed by a law recently, but they seem 
to be kind of slow getting started. I will cite you a typical capital 
situation. A baker was in to see me some months ago. By normal 
yardstick averages he is quite successful. 

He had converted his plant into making private labeled bread for 
voluntary chains and chainstores. 

He had been badly financed to begin with, and entered this field 
more or less as a necessity, but he was successful. I found he was 
doing about a million and a quarter dollars worth of sales annually. 
He was returning a very interesting profit of about $70,000 a year 
gross and was so badly financed on this volume that his accounts pay- 
able were over $175,000. 

His receivables and his cash were very low. In other words, he was 
actually being financed in this venture by the suppliers, which is 
never a healthy situation. Now, I pointed out to him that at this 
ratio of about $70,000 a year gross profit, 52 percent corporation tax 
or thereabouts would leave him about $35,000, and if he poured all 

35621—59—pt. 12——2 
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his profits for the next 10 years into a savings fund to rehabilitate his 
bakery, he would not have nearly enough money, it would take him 
almost 18 years to get enough money to replace that bakery which 
was being worn out so fast. Unlike a professional service or a 
brokerage or commission business, bakeries to grow require added 
tangibles—machinery, bricks, mortar. 

It just points out a critical area (i.e.) getting someone to risk the 
money for these tangibles. I have no recommendations for it. This 
man’s only solution was either to let go of his business and sell stock 
or raise funds from his customers, which might be a solution properly 
handled. But it does point out the problem of getting over that hur- 
dle onto each step of size that is a handicap to small business. 

This fellow’s bakery is practically worn out now, and he is profit- 
able, he is successful. He is employing a large number of families, 
makes a good ethical product, but he can’t survive and he is not going 
to survive unless he can find some source of better risk capital than 
what is available to him now with only the suppliers helping him. 

Senator Krerauver. I notice in your statement from time to time 
you refer to the number of families employed. Does that mean 
persons ¢ 

Mr. Grar. Yes; usually it is persons. We use the terminology 
“families” largely because of habit. Our bakeries are local institu- 
tions. They are rather big enterprises in their cities. In your own 
State Swan’s Bakery at Knoxville is typical, American Baking at 
Nashville is also one of our members. Because they are local we ‘like 
to think in terms of the local employment in families. There will of 
course be some duplication. Possibly in a total of 100 employees 
might actually be 85 families but we use the term interchangeably. 

Senator Krravver. Sometimes more than one member of a family 
works in a bakery ? 

Mr. Grar. That is true. 

Senator Kerauver. A man and his wife? 

Mr. Grar. Yes. Therefore, I ah actually referring to employees, 
and I should be corrected. 

Senator Kerauver. I like to hear of families working together. 
All right, sir, proceed. 

Mr. Grar. The balance of power in the wholesale baking industry 
is changing radically and rapidly. The gap between big | operators 
and independents has widened, as has also the gap between large 
independents and small independents. The tremendous power of 
chain grocers, supermarkets and chainstore bakeries will widen this 

gap apprec iably. 

The temptation to use monopolistic power and practices, either 
consciously or unconsciously is becoming increasingly great. 

We see therefore a need for the type ‘of inv estigation this commit- 
tee is conducting and for that reason we think this study is timely as 
it seeks fair and reasonable ground rules, which will protect us all— 
large and small—in the future. 

Looking ahead, there are three general areas in which our fears of 
the future are centered. 
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AREA NO. 1. THE ECONOMIC CHANGES IN OUR MARKETS 


1. At the very root of our problems in the wholesale baking in- 
dustry lie the chain grocery stores and the impact of the tremendous 
revolution that has taken place in grocery marketing in the past 
decade. 

The wholesale baker’s major function is to sell bakery products to 
grocer’s stores and to service bakery departments in grocer’s stores. 
These grocers in turn sell to the public. In the past decade, small 
grocers who were our primary customers have been wiped out by 
literally hundreds of thousands. 

The concentration of business and buying power into the hands of 
the chain grocer and the supermarket has been almost fantastic and 
this concentration has been the greatest single known cause of the 
elimination of small business in any field. 

According to Progressive Grocer, the following is a capsule picture 
of Ne American grocery market as of the year 1957: 

. There are 18, 800 chainstores and 280,000 independents—total 
of a 800 stores. 

Incidentally in the following year 1958, this figure had dropped to 
oe a loss of 13,800 grocery stores within the past year. 

Thee hainstores, who are 63 percent of the market to $17.4 billion 
ennoally or 38 percent of the total grocery business. 

3. Among the chainstores and the independents are supermarkets 
totaling 28.800 units or 10 percent of the total stores and these do $31 
billion or 67 percent of the total. 

4. All the rest—some 270,000 stores—enjoy only 33 percent of the 
volume. 

It is easy to see from the above that the concentration of power in 
our markets breeds a concentration of power in our own field, because 
those 28,800 supers controlling 67 percent of the business are the key 
buyers of 67 percent of our business. 

Power begets power, and unfortunately power must be dealt with 
by power. "So we suffer in this evolution not only a major loss of 
outlets, but also a concentration of buying strength which we small 
businessmen find it difficult to cope with. 

2. A number of the chainstore units operate their own bakeries. 
The 1954 Census of Manufacturers lists 142 such bakery plants with 
annual sales of $265,851,000—an amount equal to 11.2 percent of the 
total wholesale business in 1954. Because of their rapid growth and 
strategic price advantage, it is estimated that this group will show 
as much as a 50 percent growth when the 1958 census is completed. 

Such an astounding growth does and will continue to: 

1. Narrow our total market seriously. 

Breed destructive competitive practices in our industry—most 
pr ob: ably favoring the strong. 

3. Force chain and voluntary chain grocers who do not operate 
bakeries to demand of us offsetting prices and solutions eventually 
detrimental to ourselves. 

4. There are no known cost figures available on the chainstore 
bakers. As far as we are able to determine their cost to the door 
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is if anything higher than ours. For one thing, their annual volume 
per plant as indicated by the 1954 census is $1.8 million which is lower 
than the $3.17 million average of the eight largest wholesale bakery 
corporations and the $2.2 million average of the members of our 
cooperative. 

The 1954 Census of Manufacturers also shows their labor cost to the 
door to average 19.2 percent versus 15.0 percent for the regular 
wholesale bakers. 

This would indicate that their plant efficiency is if anything less 
than ours. Yet these bakeries sell their bread to the consumer at a 
price averaging 5 cents a loaf less than ours, and often the differential 
is 6 cents and 7 cents. In isolated cases some have even featured 
bread as low as 5 cents a loaf or 25 percent of our current retail price. 

Growing as they are in the grocery field herein is a latent power for 
monopoly greater than any single thing I have discussed and some 
ground rules on fair handling or selling below cost for destructive 

urposes are badly needed here. Just as the chainstores have elim- 
inated untold manufacturers in other industries the seeds are planted 
and ready to sprout in ours. 

Mr. Cuumpris. When you said 5 to 6 cents a loaf, is that to the 
wholesaler ? 

Mr. Grar. To the consumer. This is to the consumer a 1-pound 
loaf. You can go to the A. & P. in almost any city of the United 
States and purchase your loaf of bread at an average of 5 cents per 
loaf cheaper than you can from the average independent grocery 
store. 

Mr. Drxon. Can it be produced for that cost under any condition ? 

Mr. Grar. I think so. I don’t know. We have tried and tried to 
find, as I state in my statement here, their batting average. I think 
that to the door we are as efficient or more efficient. I believe that. 
I see no strategic advantage that they would have. But in distribu- 
tion they do have an advantage especially where their distribution is 
reasonably close to their bakery. However, where they are shipping 
by express 200 miles away then that differential must be equalized. 
That we don’t know. 

I point that our here in the next sentence. The chain grocery 
bakers, in all fairness, where their distribution is concentrated close 
to their bakeries do have a decided advantage on distribution costs. 
Actually how much is difficult to determine. The 1954 census shows 
their distribution payroll 3.4 percent versus 16.6 percent for regular 
wholesalers—a comparison which may not be fair, for many chain- 
store bakers contract with public carriers for distribution rather than 
use their own employees. 

So we don’t know whether that 3.4 percent represents just their 
own employees or the cost of the common carrier to make the 
distribution. 

Some of their low cost is attributable to the higher average sale 
per stop; they do have a higher drop. The fact the load is dropped 
at the store and serviced at the display by the clerk rather than by 
the deliveryman; and the fact that the unions permit them a delivery- 
man’s wage rather than enforcing a salesman’s commission, all help 
to keep this wage cost down. When their distribution covers a wide 
range, some of these savings disappear. 
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Answering your question, sir, I think, yes, that the chain grocery 
baker by and large can undersell us. How much, I don’t know. I 
know there are areas where he can’t. And until we change our dis- 
tribution techniques, he will continue to undersell us. 

Mr. Drxon. The question I want to ask you is whether he can 
cover his costs when he sells at 5 cents a loaf. 

Mr. Grar. Idon’tknow. Ihave no way of knowing. 

Mr. Dixon. You couldn’t do it, could you, or any of your members? 

Mr. Grar. No, we can’t, not with our costs. 

Mr. Drxon. Could your most efficient member do it ? 

Mr. Grar. No, sir. 

Senator Keravver, Mr. Graf, what is the difference between the 
delivery man’s wage and the salesman’s commission ? 

Mr. Grar. Well, with a so-called delivery man—I don’t know what 
the union appelation i is. He isa man who takes a huge truck, a 5-ton 
Mack or a trailer with a load of bread and drops a supply at each 
chain grocery store in bulk in boxes. The union’s scale for such a 
man will vary between $90 and maybe $110 a week, depending on the 
area and the terms of contract that has been signed. 

On our delivery, the delivery man is rated a salesman paid on com- 
mission. His job is not only to bring the bread to the grocery store 
but to service the bread rack, put it on, display it, pick up the stales, 
do certain accounting and advertising and sales promotion work. 

Traditionally he has been rated a salesman for good reasons for 
many years. The union’s scales on such men usu: ally start with a 
base pay let’s say $65 all the way up to $75 or $80 a week plus a com- 
mission on the amount that he sells. 

This will bring his pay usually in the range of $100 to $125 a week 
on a thousand dollar route average. Against that the chain grocer 
baker will have about $100 to $125 a week on a $4, 000 route average. 

So you see there is a tremendous differential in the net cost per 
pound carried because of those scales. 

Senator Krravver. I didn’t understand the exact difference. In the 
case of the delivery man, the average pay is about $105 a week? 

Mr. Grar. About $105 to $125. 

Senator Kerauver. What is it with the salesman ? 

Mr. Grar. The salesman will work on a base pay plus a commis- 
sion on the gods that he sells, because he is servicing the bread rack 
and endeavoring to build the ‘volume of business for the grocer. 

Mr. Drxon. Whether he has to do any actual selling or not? 

Mr. Grar. Well, of course we spend all sorts of money to teach him 
and train him to sell, and we hope we achieve something on it. 

Senator Kerauver. What does his commission average? 

Mr. Grar. Roughly his pay scale will be fixed pay, ‘let’s say it will 
be $75 a week plus a percent commission on all sales, or on sales over a 
certain figure. 

It varies in different parts of the country. 

Senator Krravuver. Is there an average figure you can give me? 

Mr. Grar. Yes, I would say a good average is $75 a week and 5 
percent commission. 

Senator Keravuver. What is the 5-percent commission ? 
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Mr. Grar. On a $1,000 route average he will earn then $125 a week, 
whereas the A. & P. delivery men will have about a $4,000 route aver- 
age and earn the same pay. 

Senator Kerauver. What union is this? 

Mr. Grar. Most of us are in the Teamsters. Nearly all of our plants 
are in the Teamsters. 


Senator Krerauver. Both the salesman and the ‘delivery man ? 

Mr. Grar. Yes. 

Senator Keravuver. All right, sir. 

Mr. Cuumepris. By salesmanship you mean to get the best possible 
spot in the store ? 

Mr. Grar. Best possible display position. 

Mr. Crumpris. And as much bread as he can into the store ? 

Mr. Grar. That’s right. As much net sales. 

Mr. Cuumpris. Do many of these chainstores have four or five 
varieties as well as the independents ? 

Mr. Grar. Yes. Generally more. The chainstores patronize their 
own bakery first, give their bakery the preferred display position, and 
then if we can create enough demand on our products, they will take 
us in.a secondary position. 

Mr. Cuumertis. For instance, one large chainstore in town, which 
sells Sunbeam, has your bread. 

Mr. Grar. That's right. 

Mr. Cuumprris. It has Wonder Bread ? 

Mr. Grar. Yes. 

Mr. Cuumpnris. It has Bond Bread and it has, of course, its own 
bread. 

Mr. Grar. Plus perhaps some little specialty bakers. 

Mr. Dixon. But your point is that, on their own brand bread, the 
man that delivers it is paid a delivery man’s salary. 

Mr. Grar. That’s right. 

Mr. Dixon. But your man who delivers it is paid a salesman’s 
salary ¢ 

Mr. Grar. A salesman’s salary. 

And there is frankly some union resistance against any change of 
delivery format on our part. Some of our problems could be solved 
in our industry if we duplicated chainstore kind of distribution. But 
in many areas where we might want to do it, there are union limita- 
tions. The union will insist, or has it in its contr act, that if the bread 
is delivered by a delivery man on drop without the rack service, we 
must pay him the full commission. I don’t have the exact details of 
the Krug’s strike in New York a few weeks ago, but roughly it hinged 
around that. 

Krug Baking Co. is a large house-to-house baker. 

T hey sell their breads and cakes direct to the door. That is another 
branch of the industry. The house-to-house bakers have been having 
a great deal of difficulty with rising labor costs and rising distr ibution 
costs. 

To supplement their volume, Krugs were baking a private label for 
Grand Union. This private label bread was sold on what we call a 
dock or warehouse delivery, that is, it is sold at the bakery platform or 


shipped in one huge truck to the grocery warehouse and then redis- 
tributed by the chain. 
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When the union contract came up, the union insisted on 8 percent 
commission for the man who delivered that, which of course put Krug 
completely out of competition. With so high a wage scale, they could 
not compete. 

Now the strike was settled from my information as gathered from 
the trade press. It was settled on the terms of discontinuing the 
Grand Union business and until investigation of this problem of com- 
mission rates on drop delivery could be made. Our bakers are out 
of competition in areas where the union requires a full commission 
when and if we try to emulate the chainstore type of distribution. 

Mr. Cuumpris. Of course, the salary of the clerk who picks it up 
from the chain after the drop is much less than the salary paid to—— 

Mr. Grar. Well, not only that, and also keep in mind in the chain- 
store unit, the store takes care of its own stales. In our system we 
have an added distribution cost, a tremendously big one, in stales 
pickup, which I will describe later as we go into it. 

That is a lengthy topic. 

While the chainstore baker always has been looked upon as a group 
apart, chainstore bakeries are in essence wholesale bakers akin to and 
competitive with us. 

To a degree they are a more important competitor than the large 
bakery corporation. Nothing is known of their true distribution or 
any other costs. 

We think, therefore, they should be scrutinized and subject to the 
se as we are in such areas as: 

. Lower differential prices in distant markets. 

2. Selling below real costs, especially when store clerk’s time for 
servicing is s taken into consideration. 

3. Price cutting in selected or isolated areas to destroy competition. 

4. Hold-up demands for discounts, store openings, premium for 

‘ack positions, et cetera 

Senator Krrauver. Do you want to enlarge upon what you mean 
by some of these points? “Lower differential prices in distant mar- 
kets”—what does that mean ? 

Mr. Grar. Well, you can visualize a large group of chainstores 
operating a central bakery. They want to expand in a little further 
market and take over or merge with a smaller group of chain grocery 
stores. Or they build some new stores of their own. It is tr aditional 
in the grocery business that the chains grow by moving into new loc: 
tions, the independents g grow by building up their own location. 

Now in mov ing in that new ar “al, they may wish to get store traffic, 
and bread is unquest ionably the greatest promotional item in a grocery 
store. It brings daily tri affic. So they might cut the pr ice of bread 
2, 3, 4, 5 cents a loaf under the prevailing new market price. This is 
done as a vehicle for building business in that area, until they get. it 
built up, while maintaining the price elsewhere, or even cutting the 
price through the whole area 

It is a practice that is highly destructive to us who are serving the 
other stores and who can’t match that price without serious detriment. 

Mr. Dixon. There have been other hearings before other committees 
of Congress that have gone into that practice. For example, a chain 
grocery store might perhaps build a new store, and at the new store 
for a period of weeks it may offer to sell bread at a considerably lower 
price than it customarily charges at its established stores. 
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In the practice you are talking about, this might occur in a sizable 
group of stores when they move into a new market at a given time. 

Mr. Grar. Yes; such a practice is always possible. 

Mr. Dixon. Would that be done, as we understand it, with the ex- 
cuse ordinarily that it is a promotional plan ? 

Mr. Grar. Of course; all these things are a question of degree. In 
what degree does it cease to be a promotion ? 

Mr. Drxon. Does it have lasting detrimental effects upon your 
members ? 

Mr, Grar. It certainly has a strong temporary effect. When it oc- 
curs in one of our members’ markets and when it is over we are called 
in as councilors. We study the situation. We try to build a sales 
strategy for the member that will regain his business. In most in- 
stances I would say given as much as a year we can build our way 
back. But the losses are first the temporary loss during the period of 
that price cutting, the extra cost of advertising to bring it back, and 
perhaps the impairment of working capital position of the bakery 
itself. To me the greatest thing I fear in our members is anything 
which tends to even, for a reasonably short period, impair their work- 
ing capital. 

I find that is the first death knell to the smaller business. Any 
period of competition that tends to impair working capital for a 
period of time is most harmful. It is true that we have a pretty 
high depreciation factor in the baking business, so that a bakery 
can survive with lessened working capital quite a long time. His 
cash flow is pretty good because he has this factor of depreciation. 

But anything which brings him down to the point where it impairs 
his working capital is something which we consider very serious be- 
cause it is heel to regain that working capital after taxes or out of 
future profit. 

Mr. Dixon. Do you have any idea as to the amount of bread that 
is sold by these large chainstores under their own manufacture with 
private labels, and how much of the bread that they sell is made for 
them by others under their private label ? 

Mr. Grar. No. We are anxious to get statistics on that, and we 
are hoping that the new census will help us; help provide some areas. 

The 1954 census of distribution records 142 units doing $265 mil- 
lion in sales. I am guessing that the 1958 will show a 50 percent in- 
crease. That is purely a guess, but from observation I think that is 
very safe. The chainstores last year, according to Progressive Grocer 
figures, did 39 percent of the grocery business, and that involved $18 
billion. If you will take 4 percent of that figure, it will roughly rep- 
resent their bakery business. It is around $700 million, isn’t it? 

Mr. Cuumerts. 7.2? 

Mr. Grar. Yes, $7.20 million would represent the total bakery 
end of their business in 1957. So there is $732 million bakery busi- 
ness done in the chainstores. 

Mr. Drxon. My question was, How much of that $720 million pro- 
duction is baked in their own plants? 

Mr. Grar. All right, take the census of distribution at 265, add 50 
percent. You will come up to about $400 million. So $400 million 
of the $732 million would be a safe guess for their own bakeries. 

Mr. Drxon. So it is a little better than 50 percent ? 
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Mr. Grar. Yes; that is very safe. 

Mr. Dixon. How many of the so-called chain grocery stores make 
their own products ? 

Mr. Grar. I couldn’t tell you offhand. Certainly all the largest 
ones do. The secondaries in size don’t, and they are the ones that de- 
mand private label. 

Mr. Cuumeris. Who bakes it for them; do you know? 

Mr. Grar. We wholesale bakers, mostly those of smaller size, are 
now coming into that field. By and large the larger of us have tried 
to avoid it, because private label is definitely a threat, a danger to 
our advertised brands. So the process usually starts as a fertile field 
for a smaller or secondary baker, and then as time goes on I think it 
will be taken over by other bakers, larger bakers. 

Mr. Peck. Mr. Graf, on page 20 you say that the four enumerated 
fields of practice in which you engage and in which you are limited 
should be scrutinized with regard to chainstore bakers. Are you sug- 
gesting that they do violate these rules by which you must operate or 
do you merely suggest that they should do the same as you do? 

Mr. Grar. The question of the violation of rules is a moot one. 
First, remember I don’t operate any bakeries. All I get is reports on 
the telephone and observations in the trade journals. And when a 
member phones me or tells his market problem, he says, “Look, 
A. & P.” or somebody, “is cutting the devil out of the price of bread.” 
He is usually only telling me his side of it. Where it started, how it 
started, or who started it, are facts which I can’t ascertain. 

The fact does remain that the chain grovery stores do put on drives, 
do have bargains, do get involved in lowered prices. 

Whether they are legitimately meeting one another, or striving to 
conquer another area, I can’t tell you. The fact remains that these 
things do happen. 

Mr. Pecx. They do happen with chains and they do happen with 
nonchain stores ? 

Mr. Grar. That’s right. 

Mr. Pecx. And your statement is that what seems to be going on in 
most other industires is going on here too? 

Mr. Grar. That’s right. 

Now I don’t know how adequate the facilities are for checking this. 
Obviously I guess it is done in FTC. When markets get disturbed, 
I don’t know whether anyone is violating Robinson-Patman or 
whether it is a natural evolution out of somebody cutting a price and 
somebody meeting a price. 

Mr. Peck. I just wanted to know whether you suggested there 
were violations or whether you were just enumerating a list of fears. 

Mr. Grar. I am enumerating the areas that could hurt us greatly 
if they accelerated. 

Senator Krravver. You have been on point No. 1. Now you want 
to pass on to No. 2. 

Mr. Grar. The question of selling below real costs by chain store 
bakers is an area to which we and to my knowledge no one knows 
anything about. We have no sources to learn what are their real 
costs. If the real costs for selling chain store bread in Watertown, 
N.Y., 200 miles from the bakery is greater than the price at which 
they sell it, I think that some adequate protection for us should apply. 
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Senator Krerauver. But you do know that none of your members 
could sell bread as low as 5 cents a loaf? 

Mr. Grar. We can’t, or even double that. Not under our present 
distribution system, and not until we emulate their distribution system. 

Senator Kerauver. Your point No. 3 refers to price cutting ? 

Mr. Grar. Price cutting again is related to No. 1 up above, where 
bread or bakery products are used as specials in selected or isolated 
markets, and if such is used to destroy competition, either among 
themselves or against us. 

Mr. Drxon. Mr. Chairman, before we leave point No. 2, I was 
going to suggest that we make certain documents a part of the record. 
But on his point, we should first take note of this cost factor. These 
figures have come from replies to the subcommittee questionnaires 
submitted by QBA cooperative members, as well as information that 
we received from the Big 4 bakers in response to a questionnaire. 

In 1958 the Big 4 bakers’ cost for ingredients was 5.14 cents per 
1-pound loaf. QBA’s cost was 5.64 cents. The labor cost for the Big 
4 was 5.40 cents per 1-pound loaf and QBA’s labor costs were 4.67 
cents per loaf. The wrapping cost was 1.09 cents per loaf for the Big 
4 and 1.37 cents for QBA. The advertising cost for the Big 4 was 
0.66 cents per loaf and for QBA, 0.72 cents per loaf. 

Roughly adding up the costs for the Big 4 on any of the selected 
items—just take the cost of ingredients and labor for the Big 4, which 
would amount to 10.54 cents per loaf. That is what it would cost the 
Big 4 to make a loaf of bread, simply for the cost of ingredients and 
labor, and ignoring the other costs. 

Now if the chain grocery stores are selling bread at 5 cents, can you 
tell me how they could be doing that ? 

Mr. Grar. No, they are not selling at 5 cents. It is 5 cents lower 
than us, except there have been some recorded sales by them in price 
wars at 5 cents a loaf. 

Mr. Dixon. As lowas5 cents? 

Mr. Grar. Yes. 

Senator Kerauver. Do you want to put that in the record now, Mr. 
Dixon? 

Mr. Dixon. I would suggest that this be made a part of the record 
at this point, sir, because it is pertinent. 

Senator Krrauver. Let the table that Mr. Dixon has referred to 
be made a part of the record at this point. 

(The table referred to follows :) 
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Bread: Comparison of changes in costs per pound, big 4 wholesale bakers and 
Quality Bakers of America 


[In cents] 
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Source: QBA cost summary, submitted with letter of Mar. 30, 1959, and data submitted by Big 4 in 
reply to subcommittee questionnaire. 


Senator Kreravuver. All right, sir. 

Mr. Grar. I would like to now quickly cover area No. 2. 

Area No. 1 were the things that we fear might change in pace in the 
future as far as the economics outside our industry. 

Senator Kerauver. How about No. 4, the practice of hold-up de- 
mands for discounts ? 

Mr. Grar. Well, if my bakers’ information, knowledge and so forth 
amounts to anything, this is the most troublesome area of all. It is 
troublesome probably because it starts with demands by the chain 
store bakers or it stars with other bakers offering something that we 
have to match. These holdup demands run like this. “If you don’t 
do business with me for 2 percent or 5 percent less I won’t do business 
with you.” Or they are opening a new store. “We would like a $500 
contribution and if you don’t give it so and so said he would give it.” 

Whether we like it or not bonuses under the table are being de- 
manded for buying advertising signs or for paying premiums for first 
rack position. You see, psychology enters the purchase of bread a 
great deal in that the most accessible rack position will outsell any 
other point or any other baker in a lesser position. 

Mr. Dixon. You say bonuses under the table. Explain that, sir. 

Mr. Grar. Oh, you know. The store manager says “We will give 
you this first rack position for a consideration.” In some industries 
it is actually done openly and as a trade practice—a premium is paid 
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by the purveyor to get ee I think in the cosmetic field there 
are such premiums and I think in the cigarette field. I don’t know. 
In our business it has not been the practice. 

Mr. Dixon. Does it appear on the invoice? 

Mr. Grar. No. 

Mr. Drxon. In other words, the billing is regular but money passes. 

Mr. Grar. Passes. 

Mr. Drxon. And it doesn’t show ? 

Mr. Grar. Such is frequently reported to me as being the case. 

Mr. Peck. Is this an isolated instance, sir, or a general practice? 

Mr. Grar. No; it is seemingly claimed to be a recurrent practice 
that breaks loose in areas and goes on for a time and then stops. It 
is not thoroughly a widespread practice, no. 

Senator Keravver. All right, sir, proceed. 


POSSIBLE POWER PRACTICES IN OUR OWN INDUSTRY 


Mr. Grar. Area No. 2. AsI stated earlier we neither fear our large 
bakery corporations competitively nor have general complaints of 
their activities in the past. 

Nevertheless, we do admit that the competitive picture is changing 
rapidly. We are convinced that the concentration of strength is such 
that the normal safeguards which may have offered some protection 
in the past are seriously weakened. 

We also fear that the temptation to use the growing power of the 
large bakers even unconsciously has increased and will continue to 
increase. 

The following are practices which uncurbed or uncontrolled by the 
largest corporations could lead to really destructive competition : 

1. Spotted destructive pricing: The use of underpricing in one 
market, while maintaining normal prices in others. The corporation 
with a large number of plants can easily stand a loss for a long time 
in a certain percentage of its units while making a profit in others. 

The independent’s entire stake is usually in one market. A whole- 
sale baker’s annual sales will roughly be three times his total capital 
invested. Six percent gross profit on sales will be approximately 3 
percent net after taxes or with that three times turn just mentioned 
9 percent on total—not net—capital invested. We, therefore, strive 
to quota our plants on this basis for it is little enough for risk capital 
in an industry which is rapidly changing to more automation and 
needs capital for improvement. 

In recent years this has been a hard goal to achieve. Therefore 
the small corporation can now more easily be destroyed by selective 
price cutting if done by the large publicly held company whose risk 
1s spread, whose capital structure is huge, and whose borrowing power 
1s greater. 

Mr. Cuumpris. Mr. Graf, since the Mead Fine Bread case has there 
been any change in this practice of spotted destructive pricing? 

Mr. Grar. I can’t answer that. I really don’t know. I wasn’t too 
familiar with the Mead case except reading its final determinations. 

Mr. Dixon. Let me see if I understand what you are talking about. 
Take the largest of the wholesale bakers, Continental. If Continental 
has a wholesale price of 18 or 19 cents for a 1-pound loaf in a metro- 
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poliian arca such as Philadelphia, and 200 miles away from there 
they are selling that same loaf at 15 cents; is that the practice you are 
talking about, sir? 

Mr. Grar. That is a variation of it. Provided the practice is done 
maliciously, that is. 

Now if that lower price is a market price competitively initiated 
by some other forces, Continental logically must meet it. But if sub- 
consciously—and again I say it is the future I am looking at—if that 
were used as a destructive vehicle and it might well be as strength is 
gained, then it isa different matter. 

Mr. Drxon. Let me go a little deeper into that point. Let’s say 
you have a member in a given locality some 200 miles from a large 
metropolitan city. Historically your member had a great bulk of the 
bread market in that area, and he had been pricing his es at, say, 
15 cents. Continental 200 miles away had a price of, say, 18 cents. 
If Continental moved into that market and met this 15-cent price, how 
much of the volume would your member be likely to lose? 

Mr. Grar. It depends on the relative strength between him and 
Continental in the market. 

Mr. Dixon. But if he lost a considerable portion of the market, 
would his costs be likely to change? 

Mr. Grar. Oh, yes. 

Mr. Dixon. Then the price would be 15 cents? 

Mr. Grar. The price would be 15 cents. 

Mr. Drxon. And having lost a great deal of the market, would he 
be faced with a troublesome situation ¢ 

Mr. Grar. He definitely would be. And yet I don’t see why Con- 
tinental should come in at a higher price in that distant market. 
They would not get anywhere to begin with. 

They would be out of competition. 

Mr. Drxon. Do you see any reason why Continental should sell at 
a higher price in the other market ? 

Mr. Grar. No; not if the prevailing price is 15 cents. If all good 
bakers are charging 18 cents and one little baker 15 cents, that’s 
different. These localized markets are peculiar to the baking industry. 
The 18-cent price at their home market, established how and why I 
don’t know, maybe is the fair price. Maybe it is the price that for the 
labor conditions and the wage scale and so forth prevails there and 
returns a reasonable profit. On the other hand maybe the 15-cent 
price is the fair price for my market. If we are to have competition 
and if Continental is to meet me 200 miles away and my market is 
15 cents, I would not expect Continental to come in at 18 because I 
don’t see how they could. 

Mr. Dixon. Does this practice have anything to do with your mem- 
bership disappearing ? 

Mr.Grar. Yes; it may; it may. 

Mr. Dixon. In other words, they have a price in their old home area 
considerably higher. Then they move into this new market and meet 
this lower price. Volume is lost by the local baker when his lower 
price is met. 

Mr. Grar. I mentioned a practice a little later called loading station 
clobbering, which has a relationship to that. Now, let’s say the number 
of ovens in my 200-mile-away niarket are such that those of us who are 
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there are just making a living, the entrance of the distant baker, be 
it Continental or anyone else, with a technique that might ring us with 
loading stations, thins down the potential and divides the alre sady 
thin potential of business. That actually has been the fundamental 

‘ause of much of our trouble in the baking business; namely, the desire 
to expand, to get volume, to keep the machinery busy, such an incident 
does have the effect of definitely weakening our position. 

I don’t think it is illegal unless, again, it is done to extremes and 
to destroy. All these things are a question of the degree or the extreme 
to which they are carried on. 

Mr. Dixon. Of course, if there is a lower price there, it could be said 
that they were meeting the price in good faith. 

Mr. Grar. That is correct. If it is the prevailing price and not 
that charged by one small cut-price baker. 

Mr. Dixon. However, if they came in and established a lower price, 
that would be a different matter. 

But if there was a baker in that area, whether he had the capacity 
to furnish the whole area or not, if he was selling at a price which 
the other company could point out that it was meeting, then it would 
be presumably in good faith. 

Mr. Grar. That’s right. 

Mr. Dixon. But the potential of that market, as you would say, 
would be thinned down? 

Mr. Grar. That’s right. 

Mr. Drxon. As the smaller companies are forced to remain with 
the lower price, what begins to happen to your membership ? 

Mr. Grav. Well, first of all the volume gets thinned down. Break- 


even is affected and that is an important thing in the baking business, 
and we can’t survive. 


Mr. Dixon. Don’t costs go up? 

Mr. Grar. Costs go up, definitely. And there is a definite weaken- 
ing of the capital structure. We either have to be strong enough to 
withstand that and fight against it or we go down with it. 

Mr. Dixon. If this member of yours is a single plant operator and 
that is his whole market, how much chance does he had to withstand 
it? 

Mr. Grar. To withstand it ? 

Mr. Dixon. Over a protracted period of time? 

Mr. Grar. Oh, I think that if our member is on his toes, we can kick 
them out. We don’t fear these boys particularly as long as the com- 
petition is fair. It is then a relative battle of strength, ours versus 
theirs. 

We think we can withstand it better because we are local, we know 
the customers. Maybe given time, a 3-year period for example with 
this stranger baker maintaining his loading stations at a heavy loss 
might eventually weaken us. 

But in normal fair and square competition we don’t fear it. The 
reverse applies to us, in all fairness. We might go into his market. 

Mr. Dixon. I was ‘planning to ask you that. Why don’t your mem- 
bers go into the high priced market ? 

Mr. Grar. W ell, we do if we think there is a sitting duck there. We 
do. We will go survey it and see if we have a chance. Today we 
have to do this more and more for wlfit is changing the markets have 
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been the television coverages. Quite a radical thing has taken place 
in the markets since the mid-1940’s with television because we are re- 
adjusting to the natural impact of the TV stations. 

Mr. Dixon. We have examples which we would present here, sir, 
which we have been able to find by our questionnaires to your mem- 
bers and by other information which we have collected which would 
show that some of the national wholesale bakers have prices that vary 
considerably by localities, some of them down to as low as 138 cents a 
loaf, some of them as high as 18 cents a loaf. 

Your members are located in many of these low-priced areas? 

Mr. Grar. That’s right. 

Mr. Drxon. Do your individual members have the financial capacity 
or the credit available to them to move into these higher priced areas so 
that they can continue to exist, when they are faced with loss of-volume 
in their low-priced areas ? ~ 

Mr. Grar. A few may have. To expand is always a very delicate 
and difficult decision, usually made after a very careful survey. Gen- 
erally we have less of an opportunity than a publicly financed com- 
pany. I would say that stands to reason. Such an invasion into a 
distant market. in our case is a decision that management can only 
make after careful study and deliberation and calculation of the risks 
involved. 

Mr. Dixon. Do you know of any example where one of your mem- 
bers has done what I have asked you? 

Mr. Grar. I don’t think of a specific one at the moment, but we are 
constantly expanding to a limited degree and at various times in 
various areas. 

I don’t think it is uncommon for us to do so. 

Mr. Cuumpris. Of the 123 members that you have, how many are 
in a position to invade outside areas other than in the locality where 
they operate? 

Mr. Grar. Again a question of degree. A normal invasion, let’s 
say we have a bakery with 45 routes, by and large our recommenda- 
tions have been an expansion of about 2 routes per year is about nor- 
mal risk. Once in a while there have been cases, because of the TV 
coverage and because we needed to buy TV in the bigger city to prop- 
erly cover our market, it became justifiable to go into that market with 
as many as 8, or 10, or more routes. 

Mr. Cuumpris. How many member organizations do you have that 
deal interstate, that go into three or four States or into two States? 

Mr. Grar. I would say that in our group of membership actually 
60 or 70 percent are interstate. 

Mr. Cuumprtis. They are interstate ? 

Mr. Grar. Yes. Maybe that is a little high. Certainly 50 or 
better. 

Mr. Peck. Mr. Graf, a few moments ago you referred to local 
markets, and I believe you used the word “unique” or “peculiar” with 
reference to the bakery industry. What do you consider a market, sir, 
in the bakery industry? Is it different from a market in any other 
industry ? 

Mr. Grar. A market in the baking industry usually has a perimeter 
i to 60 miles around a key city or the city where the bakery 
1s located. 
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Beyond that the cost of distribution begins to eat up the actual sav- 
ing in volume gained by expanding further. 

Now, in recent years with mass production, with more need of 
having volume at the plant to reduce costs, the urge to expand has 
been greater. We preach to our members, “Your cost to the door 
must be kept low. If a baker can beat you by a half a cent a loaf in 
his costs to the door, and if he is 60 miles away, he can compete with 
you in your own backyard because the cost of getting his bread from 
that 60 miles to your market would roughly represent the half a cent 
a pound.” 

Mr. Peck. Would the large metropolitan area surrounding New 
York City consist of one market or would it be more than one? 

Mr. Grar. New York City, because it is now dominated by the large 
corporation bakers who cover the whole area could be considered one 
market, perhaps two, the New York greater metropolitan area and 
the Jersey greater metropolitan. 

It would be a borderline case of whether you would call it one 
market or two. 

Mr. Prcx. But these market areas are always subject to some dis- 
cussion or debate, is that right? 

Mr. Grar. Yes, very definitely. We have a perishable product, 
you see. 

Mr. Peck. And they do shift from time to time? 

Mr. Grar. Yes. The range of shipping is increasing, it is widen- 
ing. By and large to maintain freshness at the grocery store for the 
consumer, which is the vital selling point in our product, is is normally 
limited to the area that a salesman can cover on a truck in a day and 
to get his work done and get back. More recently there has been a 
sizable expansion to what we call a loading station or distribution 
point, where 6, 8, or 20 trucks may be stationed. One trailer delivers 
the load to the station and then within the 60-mile area around it the 
local trucks operate. 

Mr. Drxon. Mr. Graf, you estimated roughly, if I understood you, 
that 60 miles movement of bread would represent a half a cent. Is 
that correct ? 

Mr. Grar. Onatrailer transport. Yes. 

Mr. Drxon. On a trailer transport. 

Mr. Grar. In this large city that you mentioned previously a trailer 
transport carrying a mass of bread to a certain point, the cost for the 
load would average at 60 miles about half a cent a loaf. 

Mr. Drxon. As a substation ? 

Mr. Grar. Redistribution now broadens it. But 60 miles is the 
perimeter from the station. You see, that would have a man travel- 
ing 120 miles a day out and back, and still delivering bread at many 
stops. That is about the normal perimeter out of the bakery or 
substation. 

Mr. Dixon. On the question of concentration, I think you made 
your point. very well in your statement, sir. Mr. Chairman, we have 
two staff documents here that deal with that subject. I think they 
should be made a part of the record. They deal with the concentra- 
tion of bread and related products, and with the disappearances of 
the independents from the industry. We also have a document that 
deals with the number of plants in States by employee-size classes. 
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Senator Keravver. Let’s put them in the appendix of the record. 
Will that be satisfactory ? 

Mr. Drxon. I think that will be fine, sir. 

Senator Keravver. Without objection they will be made a part of 
the record. 

(The memo on concentration may be found on p. 6551; the memo 
on disappearances may be found on p. 6336.) 

Senator Keravver. All right, Mr. Graf. 

Mr. Grar. I have covered spotted destructive pricing. 

Our fear No. 2 is a danger which could accelerate and which we also 
fear is a practice called waltzing or private price battles between two 
or more large companies with the independent in the middle. 

Many of our major markets have now been reduced to the point 
where perhaps just one large independent is left competing with two 
or three of the big corporations. 

A private battle or price war for unjust or even justifiable reasons 
and unduly sachianl has the effect of weakening the independent. 
Even only impairing the working capital seriously has the effect of 
making him a sitting duck for acquisition or elimination. Then the 
two big fellows divide the business. 

Now, again, I don’t say here that this has been done. There have 
been battles in the industry which seemingly had that characteristic. 
But it could be possible since the Robinson-Patman Act says you can 
meet competition, that for some reason or other two big fellows get 
in a fight, or one picks on the price of a small marginal baker and 
uses it to start a price war. This is followed by the other big baker 
with the smaller fellows sitting in the middle. 

Mr. Drxon. The question there is, who did it first ? 

Mr. Grar. That isit. Who was to blame, who did it first ? 

Mr. Drxon. Because if the Government proceeds against the party 
that met someone’s price, there is today a defense available. 

Mr. GraF. That is right. 

Mr. Drxon. The effect is still there, but the defense is available. 

Mr. Grar. And of course the little fellow is afraid to utilize that 
vehicle. He is afraid of future punishment and so forth. He is not 
going to be the one to stand up and carry the torch. 

Mr. Dixon. My question to you a minute ago was, in that area how 
can the little fellow exist today with the multiplant operator who has 
the advantage of high prices in other areas to sustain him? How 
does the little fellow have a chance to exist in such a market when 
low prices are brought to bear on him ? 

Mr. Grar. He may not have a chance to exist. So far we have 
existed. We have held our own and by and large I think that the 
ethics have not reached the point where they are intentionally de- 
structive. At least no information that I have would indicate that 
that is the case. 

Mr. Dixon. How much of this merger movement, in your opinion, 
is accountable for this practice ? 

Mr. Grar. I couldn’t say. 

Mr. Dixon. Would you say that part of it was traceable to mergers? 

Mr. GraF. Yes, it plays a part, unquestionably. 

Mr. Drxon. A number of independents have gone bankrupt in recent 
years in the bakery business, isn’t that true ? 
35621—59—pt. 128 
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Mr. Grar. I wouldn’t say it has played the major part in mergers 
because I think the economics of the industry is playing the major part, 
the change in the necessary size of the units for profit, the tax situa- 
tion and the desire to cash in one’s chips are other factors that are 
affecting mergers. But unquestionably—my fear, as I state here, 
is that these price wars could play a much bigger part. The danger 
is there now. 

That is why it should be reviewed. 

Senator Keravuver. Go ahead, sir. 

Mr. Grar. Another practice that could accelerate is advertising 
clobbering. The use of excessive and unreasonable advertising 
budgets spotted in areas to be conquered. The use of a traditional or 
normal average budget, 3 to 4 percent of sales, or even higher, if 
confined to one market can be matched or competed against with 
similar methods or stronger merchandising or sales promotion. 

However, the use of advertising as a destructive weapon is another 
thing and always possible. A study of Continental Baking Co.’s sales 
versus advertising budget shows the inherent possibilities of such a 
technique. 

Continental Baking Oo. 


{In thousands] 


Advertising 
budget 


Pi eatticdincapvascapecueucnsWacanaacnwsenbesucs tien caleeast muannaeneneion $307, 877 $15, 602 
MRT ACh pbc le hia nedapianc us Sakiaton eee cobs octets atch cacti eeae 284, 207 11, 809 
SI oo cstinteccsctieamawaerinpaaephoncuccs uasiemeondaesanlebusenhbuawemaml 244, 014 7, 301 
Pe cnpusneccsmbetoncs id 212, 510 5, 095 
1951-53 (average) -_....._- sak 183, 282 4, 839 
1948-50 (average) 156, 906 3, 961 


Note the “powerhouse” pressure growth of advertising impact. 
With sales hardly doubled, advertising budget has jumped over five 
times. c 

Continental’s 1957 budget averages 5 percent on sales. In all fair- 
ness, this is not necessarily excessive or destructive. I do not think 
any of the large corporations are this high, and although traditionally 
the industry operates on less, there are many individual companies 
who spend 5 percent and over. 

Our own bakeries are traditionally high advertisers. We have 
trained them and taught them that way. They have to, because an 
individual small company gets less impact for its money than a large 
national budget. 

The danger here lies in the potential weapon for destruction which 
lies in such a budget. 

Consider for example the effect of spending an average of 3 percent 
or $9 million average over their regular markets, then using the bal- 
ance of $614, million to slug or clobber one or a half dozen markets at 
a time and for short intensive periods. 

Mr. Dixon. The documents that were received in the record a few 
minutes ago with respect to cost show that the advertising expendi- 
tures by the Big 4 between the years 1950 and 1958 increased 127.6 
percent, For QBA, they increased 64.7 percent. That is about 
correct ¢ 
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Mr. GraF. Yes, that is about correct I would say. 

Mr. Dixon. That is more than double? 

Mr. Grar. Yes. 

Mr. Dixon. For your expenditures ? 

Mr. Grar. On the other hand we were a little higher, if you go back 
to the period before that. 

I would say that our bakeries were a little higher on budget. There 
are three reasons for that. No. 1, we have adopted the philosophy 
that to be competitive you must use the valiele of advertising as 
liberally as possible. For a number of years we preached and taught 
our members to try to reduce their sales cost, which is a terribly 
high cost, and to convert the saving to more advertising. 

Our bakers get less impact per advertising dollar. I would say a 
4 percent budget by a large corporation concentrated in a fairly wide 
area would be about equivalent to 4.5 or 5 percent on our part in pur- 
chasing power, advertising impact, and cross impact. 

Mr. Peck. Do you know of actual cases where advertising has been 
emphasized or made excessive in any given area in order to destroy 
competition ? 

Mr. Grar. No, I know of no such case. 

Mr. Peck. This is a possibility you are discussing ? 

Mr. Grar. I am discussing a possible trend, but I know of no case 
where I could actually say it was so used. But large advertising 
budgets are becoming a serious weapon with the budgets getting 
bigger and with television changing all our philosophies, and with the 
change in grocery stores. Years ago we could compete with the big 
advertiser with only point of sale advertising now we can no longer. 

As the character of the grocery stores change to the chain and large 
voluntaries, the product has to be sold before the consumer enters the 
store. So we find ourselves in an area today which requires very 
much more expensive media. ‘Television, which costs a fortune and 
which makes it much harder to compete with in the advertsing world, 
is out of reach for many of the smaller bakers. 

4. Loading station clobbering: That was previously mentioned. 
Ringing an area with loading stations which operate at a loss for years 
until the independents in the area go out of business. In recent years 
the need of volume production to lower cost to the door has been 
apparent. Bakeries have reached out and spread competition in the 
search for volume. 

Savings made in production often offset transportation costs. So 
loading stations, these are distribution points as I explained, housing 
6 to 60 or more trucks, are set up in distant areas. All this can be fair 
and normal. 

The destructive or clobbering technique is apparent when, let us 
say, a strong small corporation is located, say, 75 miles away. Plant- 
ing a single loading station in his town or ringing it with several 
loading stations around it, and carrying these stations for maybe years 
at a loss eventually thins down the market and ruins his business. 

The very broad growth and expansion of loading stations by the 
large corporations shows some lina of this technique. 

Now again it is a question of degree. 

5. Stales clobbering: Intentional long-term period of overloading 
stores to achieve mass display and lose display space and position for 
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the baker who can’t stand heavy loss of sales. Traditionally, our busi- 
ness has always practiced consignment selling; i.e., we guarantee the 
sale of bread to the grocer and take back any products which become 
stale. This practice probably costs our industry a $100 million annual 
loss, except during the war when the practice was legally stopped as a 
war measure. 

The intentional overloading of a grocery store by a company which 
can stand a loss for a long period accomplishes several things: 

1. Pile psychology for the loader. People seem to buy off the big- 
gest pile. 

2. Snowing under display of the regular and reasonable operator. 

3. Crowding other operators out of their shelf space. 

4. Financially ruining the reasonable operator either by making 
him match the pile or wear him out and reduce his sales by not 
matching it. 

The practice called market slugging could be a major weapon of 
dominant bakers should they elect to use it. 

Senator Keravver. Mr. Graf, do your members report to you facts 
that indicate these situations are happening? 

Mr. Grar. Any reports to me on that are mostly in areas of conver- 
sation or in terms of a problem. Keep in mind we don’t enter on the 
basis of market practices. Where our cost records show stales are 
high, I will often write a bakery or call them up or send a man out 
there to ascertain “Why are the stales high?” 

Then they will say, “Because the other bakers are all loading it in 
and we have to load it in.” 

Our work becomes then purely and literally analytical and advisory 
on how best to control our distribution. 

I can’t say that there is anyone intentionally using slugging on 
a broad scale, but it is inherent in the industry et cetera, that some 
bakers overload more than others that could freewheel very readily. 

Senator Keravver. All right, sir? 

Mr. Grar. 6. Secret discounts, trades, deals, et cetera: These prac- 
tices, as well as bonuses for store openings, rebates, treating equal 
customers unequally, et cetera, are already covered by the Robinson- 
Patman Act and other acts. Frequently they are brought about by 
domineering customers, but quite as often started by some individual 
or group baker. 

By and large, the machinery for enforcement is slow and ineffective. 
Anything done to strengthen this would prevent future spiraling as 
the demand on the part of chainstores and supermarkets increases or 
the power gap between bakers widens. 

Power practice here consists in seeking any pretense, preferably 
legitimate, such as meeting a small baker’s discount, then spreading 
and practicing the discount practice and holding it a long time until 
competition is weakened. 

7. National headquarters’ deals or discounts: Integration in the 
grocery business is tremendously narrowing the number of key buyers. 

I pointed out earlier that in 1957 18,800 grocery chainstore units 
did 38 percent of the grocery business. (These are owned by 223 com- 
panies.) The majority of these operate their own bakeries and all 
of them determine bakery buying policy in the stores. In an effort 
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to offset these, grocery independents have formed into voluntary chains 
and cooperatives who try to operate and buy like chains. 

There are, roughly, 555 wholesale grocer warehouses operating as 
voluntaries and 192 operating as cooperatives. The grocery stores 
served by these groups (some 88,000) do 70 percent of all the grocery 
business done by independents. 

That figure, incidentally, is rising very quickly. A year later the 
figure was closer to 74 or 75 percent. One of the fastest growing busi- 
nesses in the United States has been the growth in volume of voluntary 
chains and cooperatives. 

The balance of 192,000 stores do 30 percent of all business done by 
independents. 

Summarized, the present buying picture is as follows: Nine hundred 
and seventy key buyers, representing the chainstores and the volun- 
taries and cooperatives who are competing with them, control a total 
of $37,860 million in grocery business, or more than 83 percent of all 
the grocery business in America, and quite probably the same propor- 
tion of bakery business done in the stores. 

With the total U.S. bakery power concentrated in so few hands, 
there could be a very evident temptation for national or headquarter’s 
deals in which the single isolated independent baker could play no 
part because of his location. 

This same concentration is beginning to appear in another phase of 
our business; namely, chain restaurant and in-plant feeding establish- 
ments. These, too, are beginning to combine with centra] headquar- 
ters in distant cities influencing the purchasing regionally and 
areawise. 

Here, too, the temptation of making headquarter’s open or secret 
deals is great. The individual operator has no way of meeting this, 
meeting or matching deals, or for that matter, even knowing them. 

Mr. Cuumpris. In a “Yes” or “No” answer, could you tell us 
whether any of the bakers do the same thing as the grocers did in form- 
ing a voluntary chain of cooperatives to offset the competition from 
the chains? 

Mr. Grar. Actually, our cooperative is one such movement. 

Mr. Cuumepris. Yes; but I asked you earlier when you were talking 
about your Quality Bakers Cooperative plants, and you said the co- 
operative itself owns no bakeries. 

Mr. Grar. Oh, none of the cooperatives own bakeries. 

Mr. Cuumpris. In other words, no independent bakers have formed 
a cooperative bakery ? 

Mr. Grar. No. 

Mr. Cuumpris. Within your organization ? 

Mr. Grar. No. 

Mr. Cuumerts. I mean among those who are members of your or- 
ganization ? 

Mr. Grar. No. 

Mr. Cuumpris. To buy in big lots? 

Mr. Grar. No; the answer is “No.” 

Mr. Dixon. I think we should clear up that point. Does your group 
owe eratively ? 

r. Grar. Yes. 
Mr. Drxon. You do buy products cooperatively ? 
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Mr. Grar. We purchase cooperatively. 

It is a big phase of our work. 

Mr. Drxon. Then you do buy cooperatively ? 

Mr. Grar. It is a major phase of our work to equalize ourselves with 
the large corporation. That was the question the Senator asked 
earlier. 

Shall I explain that point? 

Senator Kerauver. All right. 

Mr. Grar. As a cooperative there are some things that we can pur- 
chase intelligently and legally cooperatively. Where there is a quan- 
tity price »rrangement on a commodity, let’s say something sells $2 for 
1, $1.50 if you buy 100, and 50 cents if you buy a thousand. Our 
bakers, we will pool their orders for that commodity and buy it as one 
unit. We buy it, pay cash for it, and rebill the baker. 

Mr. Drxon. Have you got into trouble with the Robinson-Patman 
Act on that practice? 

Mr. Grar. Thank goodness, not so far. We think that we are 
completely clear. Our attorneys are most eager and anxious to at all 
times and at any time to cooperate and work with FTC—I think we 
have a fairly closely knit liaison with the FTC. 

Mr. Drxon. Aren’t your bakeries spread all over the United States? 

Mr. Grar. Yes. 

Mr. Dixon. They are not in any particular locality, are they ? 

Mr. Grar. We are in, I think I mentioned, 38 States or it might 
be 41. , 

Mr. Drxon. You are so widely spread that you can’t buy these 
products, have them delivered to you, and then you redeliver them? 

Mr. Grar. No. 

Mr. Drxon. You buy them on a drop ship basis ? 

Mr. Grar. Yes. 

Mr. Dixon. And you are not in any trouble yet? 

Mr. Grar. No, we are not in any trouble we hope. 

Senator Kerauver. What do yow buy? Do you buy wheat that 
way, or flour? 

Mr. Grar. No. For example flour, we couldn’t possibly finance 
flour, so that is completely eliminated from that area. 

First, the flour that each bakery uses is standardized by specifica- 
tion. We know that in your bakery flour of the following specifica- 
tion will operate base. We have a laboratory and field production 
men who, with your production man, have determined that. So we 
have narrowed our specifications down to perhaps some 18 standards. 

We maintain a man whose job is solely to study the flour market, 
advise, and counsel the bakers. At periods of time he merely advises 
and for some bakeries he actually buys as he is instructed just to keep 
the bakery supplied with flour. 

Mr. Dixon. What will happen to one of your individual members 
if he is precluded from getting the quantity discount ? 

Mr. Grar. He is never precluded from getting the quantity dis- 
count. 

Mr. Drxon. He hasn’t yet, but what if one of your members in, say, 
Akron, Ohio, were to be precluded ? 

Mr. Grar. You mean by law? 

Mr. Dixon. By law. Suppose he were precluded by a legal pro- 
ceeding. What would happen to your membership ? 
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Mr. Grar. Well, it would probably—depending on how far it went, 
probably put us out of business. 

Mr. Dixon. That is what I thought. In other words, if you are 
precluded 

Mr. Grar. Roughly we try to devote savings that we make to 
services we render. We try to keep an even ratio. That is how we 
have grown. Originally, when we started, we were able to do service 
work in our bakeries only 2 or 3 days a year. That is all the member- 
ship could afford. Then, as we made savings through quantity pur- 
chases and in other areas—for example, in pooled advertising, on 
insurance, and so forth, we have been able to increase the amount of 
service at the bakery. 

Mr. Dixon. Go ahead, sir. 

Mr. Grar. 8. Unreasonable route splitting, route extension, exces- 
sive servicing—this is another danger in acceleration. Increased dis- 
tribution costs have been the plague of our industry. Reference to 
the attached exhibit E shows that our costs to distribute on routes, 
exclusive of the cost of stales, have risen from 21.6 percent in 1947 to 
32 percent in 1958. 

Few, if any, industries have had such arise. This increase has been 
the fundamental cause of many bankruptcies, mergers, desire to sell 
out. Note these three interesting factors comparing 1958 with 1947: 

Salesman’s pay per 100 pounds of bread product, up 109.1 percent. 

Stales loss per 100 pounds, up 707.7 percent. 

Vehicle costs per 100 pounds of product, up 124 percent. 

Pounds delivered per route per week, down — 30.1 percent. 

In essence it means we are paying our salesmen 109 percent more 
per pound of bread while his stales loss has increased 7 times and his 
delivered output per week has declined from 6,746 to 4,714 pounds 
or 30.1 percent. That is not all the salesman’s fault. Chief con- 
tributing causes are: 

1. Reduced stops per route trying to keep up with competition in 
servicing the stores. 

2. Addition and extension of routes putting more bakers in each 
store. 

3. Variety diversification and more callbacks to match competition. 

4, Union restrictions and limitations—shorter weeks, limited hours, 
restrictions on sales meetings, route books, placing advertising. 

5. Psychological satisfaction on the part of the salesmen when he 
earns a given sum a week. He doesn’t want to push that much harder. 

Because of the above, many bakers are skating on thin ice. Any 
further raise will put many out of business. Power practice here by 
a large company which can afford to lose money in one area while 
making it in another is to force a market to its knees by extensive route 
splitting or route extension or servicing several times a day. This is 
a bitterly competitive industry. Others have to follow to survive. 


AREA NO. 3—PROBLEMS ARISING OUT OF UNION RESTRICTION 


This is not a complaint in any manner against collective bargain- 
ing. However, unions and union contracts and negotiations play an 
extremely important part in our economic life. And here, too, as in 
the other areas mentioned, are always the seeds of inherent monopolis- 
tic practice and destructive economics. 
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1. Leverage use of unions: A very large corporation can scheme to 
unduly prolong contract bargaining or strike periods; or, conversely, 
even give in too readily to excessive demands. The purpose of this 
might be to break or weaken the independent corporation with the 
hope that, later they will get the investment back when the independ- 
ent’s business is apportioned. 

Outright collusion with unions is also a possibility. Still another 
possibility lies in bringing a large city higher wage contract into a 
rural or smaller city where living rates are lower and where the in- 
dependent operator has survived by compensating for smaller market 
volume by having a slight wage differential. 

2. Excessive restrictions and control by uncurbed union monopoly: 
The greatest problem of the wholesale baking industry and one of the 
largest contributing causes to the trend toward integration and the 
demise of bakeries, as previously mentioned, has been the steady de- 
crease in weekly output per route per week. 

Traditionally, our drivers are rated as salesmen. They are paid on 
commission and are supposed to be trained in developing, improving, 
and increasing the business on their routes. Our union wage scales 
reflect this philosophy, and are thus on that considerably higher than 
thoses of mere delivery or drop salesmen. 

Theoretically a salesman should have no limitations on enthusiasm, 
drive, effort, and so forth, to sell more. Theoretically, time and hours 
and effort should mean little to a salesman on commission, but more 
and more our men are being paid as salesmen and restricted on the 
things that make for more sales. 

Restrictions on hours, wages, limitations on incentives, motivation, 
number of sales meetings and so forth, have not helped. 

Our chain-grocer-bakers competitors generally pay a flat weekly 
wage, which total is lower on a $3,000 to $4,000 route than our cost 
on a $1,000 route. Union restrictions, too, presently seem to be aimed 
at preventing us from competing in the platform and drop delivery 
systems used by chain grocer-bakers by requiring that similar high 
commissions be paid by us to such drivers without requiring the same 
of the chainstore bakery. 

There is an area of degree in there. 

In summary, and speaking for the group of small businessmen as- 
sociated with Quality Bakers of America, I can only say that our 
baker members have been and are prosperous and growing. 

Through cooperative effort we feel that we are geared efficiently to 
withstand any fair and normal competition which may face us in the 
future as we have done in the past. 

We recognize, however, that the trend toward integration and the 
centralization of buying power is proceeding at a more rapid pace than 
in the past. The pendulum of strength is swinging in a direction 
that is making our problems very much more difficult. We have no 
specific fault to find with our large giant competitors as far as the 
past is concerned. We recognize that mere size is not the only solu- 
tion to strength. 

A study of the profit and operating performance of several of the 
large operators is of itself evidence of this. On any plant-to-plant 
basis we can compete squarely and effectively under fair and reason- 
able competition. 
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Because of the direction in which our economy is swinging, we 
are aware of and concerned by the fact that newer and stronger forces 
can be brought to play, some of which we will be unable to match. 
Continued merger or concentration of power will speed the gap be- 
tween us and will accentuate these forces. 

We are not and never will be afraid of fair and reasonable and 
honest competition. If there are any ground rules or codes of per- 
formance which this Senate committee can evolve to keep competition 
fair between us and the largest operators or, similarly, between our- 
selves and those operators smaller, we will welcome and abide by them. 

(The exhibits presented by Mr. Graf follow :) 


ExHisit A 
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Believe hat Service is the “Basis of cAll Fluman “Progress: 


SSS SS See ee we 


SSS ee 


(-,GRERVICE to the American home by supplying superior 
<™/’ products at a reasonable price. 


SERVICE to employees by furnishing good working condi- 
tions and surroundings, with an honest return for honest 
and efficient efforts. : 


SERVICE to Quality Bakers of America by upholding its 
high standards with retail dealers and the public. 


SERVICE to the baking industry by meeting my obligations 
to employees, distributors, associates and the general public. 


>; ae 


Believing Gully in the cAbove J, Gherefore, “Pledge: 


FIRST: That in the interest of fair prices and fair profits | 
will at all times keep adequate cost records and give honest 
information to any official or inspector entitled thereto. 


Sa 


SECOND: That I will use in my products no materials or ingre- 
dients other than those of known purity and wholesomeness. 


THIRD: That I will at all times adhere to the truth in my 
advertising. 


SSSSaes 


FOURTH: That my plant and business premises shall always 
be clean and sanitary and that the public shall-be welcome 
to make inspection at any time. 


FIFTH: That I will maintain the highest standards 
of ethical and moral practices in the conduct of my 
business to render the public the best service, and 
to reflect credit on my association and my industry. 
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ExHisit B 
Copy oF EXECUTIVE RELEASE No. 594 


(Released May 4, 1959) 
To All Members: 


EQUALIZING THE INDEPENDENT WITH THE LARGEST CORPORATIONS 


A REVIEW OF QBA SERVICE AND HOW MEMBERS MIGHT TAKE GREATER ADVANTAGE OF IT 





Times change and needs change with them. Management’s job today is dif- 
ferent and bigger than it was 10 years ago—even 5 years ago. Tremendous new 
responsibilities, keener competition, new pressures for sharper cost reduction, 
puzzling intricate changes in distribution—all serve to complicate the job. Gone 
is the one man director of all functions. Today he must lean on team and co- 
operative management. Above all, he needs highly technical staff aid and 
counsel to make sound decisions, 

The latter is the function which QBA must fill if we are to serve as the 
equalizer between the aptitudes of the large chain versus the independent. 

QBA is prepared, ready, and eager to fill this need. The nature and the 
breadth of our service has been slowly changing over the years to the point that 
many of our members are not actually aware of some of the more intricate and 
complicated services which we are offering. It is the intent, therefore, of this 
memo to discuss our service generally and to outline some of these more involved 
services. 


Here, then, is the QBA service picture as of the present and for the future. 


QBA REGULAR SERVICE 


It is a wonderful thing to look over the past growth of QBA service. From 
an average of about 4 days per plant per year in our earlier days, we have 
grown today so that the package encompasses some 40 days of at-plant field 
service. This is not only a reflection of the value of the service but of the 
needs of the day. 

Our present allotment of 40 days at your bakery is perhaps adequate for a 
medium-size bakery or a bakery with no primary problems, and this is not a 
recommendation necessarily for increasing the basic package. There are wide 
areas within the package, however, that are weak for many plants. 

Engineering service, for example, at 1 day is definitely inadequate. The 2 
days allocated to the member from transportation merely constitutes a checkup 
and is most helpful, but far more than that is needed in a great many plants 
where transportation costs are above the average. The record shows that where 
extra transportation service is rendered, the cost savings more than compen- 
sates for the cost of the service. This same principle applies to personnel 
service where the basic package of 2 days really amounts mostly to a checkup 
and a review. 

In gearing ourselves for the future it would be wise eventually to increase 
the service rendered—certainly, in some of the areas—although this is not 
necessarily a recommendation at the present time. 

Primarily under this heading and since 1959 is our “year of management pol- 
icy review,” our chief recommendation is to request management to give 
thought to the problem and to be willing to request special or additional serv- 
ice in whatever areas it is felt to be needed. 


SPECIAL SERVICE 


Your board has always felt that we should be prepared to render special 
assistance over and beyond that regularly allotted in your membership pack- 
age and that our schedules should be flexible to render this when needed and as 
efficiently and at as low a cost as possible. As a tribute to the progressiveness 
of our members, I might say that you have been quite liberal in requisitioning 
Such service. Roughly, last year, approximately 30 percent of your total serv- 
ice bill fell in this area. Analysis of this, however, is quite interesting. 

The great majority of this special service falls into the category of emer- 
gency service and advertising promotions. As intended, it is quite freely 
rendered when the plant has production troubles or when some unusual cost has 
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gotten out of line or when the sales promotion department breaks a campaign, 
ete. Its nature, therefore, is more preventive than instructive and it would 
seem in reviewing that management’s future viewpoint should look to special 
service more with an idea to building for the future rather than just stopgap- 
ping the present. In so doing, our sights on the amount of service definitely 
have to be raised. Take a simple illustration. A bakery with a constantly high 
transportation cost might attempt to straighten out the cost after a 2-day visit 
from a specialist, but truly it could only be accomplished by having said specialist 
spend 10 or 15 days on the job. 

Take an excessive sales problem. A 2-day conference attended by all con- 
cerned might point out the correct recommendation, but, to truly follow it up, 
somebody ought to be 2 or 3 weeks on the job until the results are secured and 
progress is made. 

I feel for the future that this whole arrangement of special service and addi- 
tional days by the serviceman is our destiny. We, of course, need your think- 
ing on it so that we can plan ahead to train the personnel. 


NEW SERVICES AND SERVICE AREAS 


Many of our members little realize the broad and interesting new areas into 
which our service has taken us in recent years. These areas reflect the needs 
of the time, and we ourselves are astounded as we review the work done in these 
areas and the rather wonderful results achieved. Not only that, but as we look 
to the future we foresee not only an increase in demand for work in these 
special field but we see more of these fields opening at the same time. 

As a result of a series of meetings over the past year or two with our de 
partment heads, we have evolved packages of assistance which for your benefit 
we would like to outline and describe at this point. 

Here are the new fields of endeavor which QBA is not only prepared to 
render but has been rendering on a limited scale. You might explore how 
they fit into your own future program of management. 


Service No.1. Regular special—All departments 


As in the past, all departments are prepared to step up in tune with your 
needs any additional “special service” as required on our standard and regular 
services. 

Planning of this service is helpful and economical on your part. Thus, know- 
ing a serviceman is scheduled for your plant on a regular routing and re- 
questing an extra day or two of his time while at the plant saves the cost of 
railroad fare, etc. Wise planning of these additional “special” service days 
helps you get more for your money. 


Service No. 2. Management development and succession—Personnel department 

This service has recently announced in a special bulletin. We have found 
an unusual high interest in it. This service has been devised to help manage- 
ment strengthen its organization team and techniques and to provide and build 
the continuous line of succession. Cost of this service varies greatly and de- 
pends basically on the number of days per annum that would be required to 
get the program working effectively. 


Service No. 3. Product cost analysis—Accounting service department 


This service is an outgrowth of our several years research on ‘the small 
stop.” It has focibly brought to us the realization that with the strong trend 
in recent years toward many varieties much more knowledge is needed of the 
cost and profit on each variety. The service involves procedure and followup 
on determining the product cost intelligently and logically at about 6-month 
intervals. This is truly a profitable field for management to explore. 


Service No. 4. Plant and route break-even profit and loss survey—Accounting 
service department 


Some 40 percent of our plants are now effectively getting the benefits of plant 
break-even procedures. The work, however, needs a great deal of refinement 
and standardization. It also needs extension to be truly effective to the level 
of route break-even and there is particularly a need for true interpretation 
of the results. Our accounting service department is fully prepared to handle 
this service for you. 
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Service No. 5. Reciprocal baking possibilities survey—Accounting service and 
production departments 


Many of our plants can still benefit greatly by exploring the possibilities of 
reciprical baking. A decision in this direction, however, involves a great deal 
of research, study, and preparation. We have successfully handled these 
analyses for several of our bakeries and have developed a technique through 
coordination of the accounting service department with the production, trans- 
portation, and engineering departments that is efficient and least expensive. 


Service No. 6. Comprehensive operations analysis—QBA team 


Is your bakery in real trouble? Or, to offset trouble, would you like to have 
a really complete, extensive, and comprehensive impartial analysis made of your 
entire phase of operations. If so, QBA has and is ready to send in a team of at 
least three men—sometimes four as indicated representing production, sales 
promotion, personnel, and accounting service—to make a complete and extensive 
impartial study for you. Involving several men for perhaps several weeks, this 
service is costly, yet infinitesimally so, compared with a year or so in red ink. 


Service No. 7. Production operations analysis—Production department. 


In a 8 day regular service visit by a production man, we find it almost im- 
possible to do more than adjust formulation and advise generally on operations, 
layout, technique, ete. Recently, we have added to our staff an experienced 
production operation analyst service. This service will be announced shortly. 
Mr. Dave Van Braum, our new serviceman, is prepared to spend as much as a 
week to a month at a bakery and comprehensively analyze your entire produc- 
tion, including labor, time schedules, downtime, output per man-hour, and also 
make authoritative studies on whether bulk handling is useful and helpful, 
install protective measures and procedures for the long-range future on formula- 
tion, formula balance, etc. Several weeks of such service occasionally or pos- 
sibly on an every other year basis might literally save you many thousands 
of dollars in operating efficiency. 


Service No. 8. Route distribution control—Sales promotion department 


In the past year, some 20 of our members have installed or adopted practical 
variations of our new route distribution control. Our files show some extremely 
interesting case histories and success stories. To my knowledge, we have yet to 
find a member who regretted his investment in this service which is capably 
rendered by our sales promotion department. 

Many, many plants would profit from it because it is the forerunner to several 
other new approaches in distribution and our distribution control provides the 
foundation for these. The cost of the service varies somewhat with the size 


of the plant, but in any case, it is reasonable in comparison with the results 
obtained. 


Service No. 9. Stales managing—Sales promotion department 


This is a service which is being rendered either concurrently or specially from 
the route distribution service mentioned above. Again, we must emphasize that 
every dollar saved in stales is a dollar added to profits. For some reason, the 
realization of this does not often seep through management’s conscience. Stales 
today are 700 percent above 1947 and the problem of controlling stales is many 
times more complicated because of the numerous varieties served. To handle a 
comprehensive review of your sales policy and procedure is not only the most 
profitable thing that can be done in management, but also one of the most 
effective in creating a healthy, strong sales situation. 


Service No. 10. Route layout and distribution analysis—Sales: promotion de- 
partment 

Most of our managers recall 1941 when we suddenly had to reduce route 
mileage by 25 percent. Actually, distribution was really hurt very little and 
tremendous savings were made. Since that day, few plants have made a really 
exhaustive route layout and distribution time study. Since completing our re- 
search work on the small stop, the importance of this has suddenly come into 
the limelight and your sales promotion department is prepared with new tech- 
niques and new approaches to assist you in such a study. 


Service No. 11. Unprofitable stop analysis—Sales promotion department 


As a further outcome of our recent research on the small stop, we find that 
we must be prepared for a rather comprehensive field of work in this area. 
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Actually, the work involves four areas. These include Service No. 3: Product 
eost analysis; Service No. 4: Plant and route break-even profit and loss sur- 
vey; Service No. 10: Route layout and distribution analysis; and finally, cus- 
tomer sales record card establishment. As such, this becomes a pretty compli- 
cated study and while we can do it all in one job, it would be better if while 
you are interested in this area to tackle it in steps—using the above mentioned 
services as a prelude. We predict that analysis of unprofitable stops will be 
eventually one of our major valuable services. 


Service No. 12. Engineering maintenance—Engineering department 


Probably the most complimented service we have built in recent years is the 
engineering plant maintenance announced at the conference 2 years ago. Unfor- 
tunately, at the present moment, we are actually unable to fill the demand. We 
and finding in this service, too, not enough provision has been made for quar- 
terly or semiannual checkup. This, however, is truly a helpful service to our 
bakeries and we must gear ourselves to its expansion. Therefore, in filling out 
the attached form, you will indicate your interest so that we can make the 
necessary plans for its extension. 


Service No, 18. Cake and sweet goods department 


In any outline of our newer services, the cake and sweet goods department 
deserves a mention. This is a rapidly growing service and proving to be highly 
productive. Being new, the department still has some growing and organization 
pains due to a widespread and growing interest on the part of bread bakers 
entering the sweet-goods field. Sweet goods do offer a great potential growth 
for the wholesale bread baker and any indication of your interest here will 
be helpful in determining our future needs. 

Another tremendously important area for this service is a study of scheduling 
and output per man hour, necessitated by the multiplicity of cake varieties cre- 
ating heavy oven downtime. Here again is a service comparatively new to 
QBA created by the need of the times and growing very rapidly. 


Service No. 14. Transportation “special problems”—Transportation department 

For the majority of our plants, our regular transportation service with extra 
days ordered on a monthly or quarterly basis has pretty well held the line. In 
recent years, however, we find a need for certain rather important new areas to 
be explored. These include bread handling in loading, transportation problems, 
and loading stations. Transportation Department has been most active and 
effective in these areas and is prepared to step up their work to meet any needs 
that may arise in them. 


BService No. 15. Employee audits—Personnel department 


Employee morale and attitude audits—a special package originated by the 
personnel department several years ago has proved to be one of the most popular 
services. We have rendered some 40 audits. Members have used them to great 
advantage—some now are even repeating. If you have not explored the ad- 
vantages of this extremely interesting service, I would urge you to do so soon. 


Service No. 16. Sanitation—Sanitation department 


This, of course, is not a new service, but it is one of our fastest growing 
divisions. We are already up to capacity on our three very capable sanitarians 
and preparing to employ the fourth. That is why the service is mentioned here, 
so you can advise us of your requirements in this area. Many members are 
not satisfied with a mere sanitation inspection and report they are finding it 
desirable to retain the sanitarian for extra days to put the program into action. 


Service No. 17. Dealer relations field service—Dealer relations department 

Again, not a new one, but a growing field of work. The urgent need of getting 
better acquainted with our customers and understanding particularly the needs 
of our supers, voluntaries, cooperatives, and chains who today do over 75 percent 
of the grocery business has created a demand for special time, attention, and 
Service from our dealer relations department. 


Service No. 18. Advertising media service—Advertising department 


The advertising field service division is now in its second full year of op- 
eration. Its value and popularity are daily becoming evident. One regional 
group meeting of QBA managers voted to tell us of the helpfulness of this 
service. All claimed they now have a better understanding of advertising— 
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media coverage and buying—and are getting much more from the same dollar 
advertising budget. 

This field service is rendered automatically to members who are QBA Adver- 
tising Agency clients. Some members, however, are not yet in this group and 
we urgently advise them to explore it. The Advertising Field Service and the 
Advertising Media Divisions are now building new variants of service in media 
study and analysis, penetration and coverage surveys and store domination, 
If you feel you can use some assistance in these areas, please call on them. 

The above includes the major, but far from all special types of services which 
QBA is geared to give you. The list of new and added services which has been 
created by changing needs of recent years is quite interesting—even staggering, 
We have published it in this way for two reasons: 

1. Because we feel quite certain a great many members are not fully 
aware of all the available services of your cooperative. 

2. Because we believe a study of it will definitely pinpoint certain areas 
which could use attention at your bakery. 

We recognize a constantly growing demand for these and other new services 
and, of course, as we initiate and render them we always face a twofold 
problem: 

1. We must maintain the caliber of the service so that it is effective, and 
hag must plan to have trained staff available to render it when it is 
needed. 

You would, therefore, help us greatly if you would study the sheet attached 
and check off any of the services on which you would either like information or 
which you believe you may be interested in in the future. This will be a helpful 
guide to us in being prepared to render the service. Obviously, we could not 
quote you costs on all of the services above because most of them are special 
jobs which require varying amounts of time. However, on any individual in- 
quiries and knowing the bakery involved, the department head can provide a 
pretty reasonable estimate. 

Let’s hear from you on the attached sheet. 

Sincerely, 


GroraE N. Grar, General Manager. 
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ExH1sit C 


THIN SLICED 
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Miss Sunbeam COPK, QUALITY BAKERS OF AMEMICA COOPERATIVE, INC, NY 
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Sunbeam trademark collectively owned and advertised by 105 members of the 
Quality Bakers of America Cooperative, Inc. 
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ExnHisir E—QBA Yarpstick CHART 


Annual sales indew—4 largest bakers versus Quality Bakers of America versus 
gross national product 


7 


Quality Gross 
American |Continental| General Ward Total Bakers of | national 


America product 


113. 00 
140. 00 
162. 01 
178. 02 
201.77 
247. 57 
296. 66 
338. 10 
338. 00 
364. 23 


100. 00 
110. 
114, 2 
119. 
123. 1! 
129. 
136. 33 
2 144. 76 
SG nkenncnene 148. 78 
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Exuisit F 


1958 sales and profits—8 largest bakery operators versus Quality Bakers of 
America members 


Plants Sales Profits Percent Sales per 
plant 


American .. 60 | $152, 114, 200 
Campbell Taggart 65 | 162, 434, 600 
Continental 185 | 328,003, 500 
General 166, 104, 300 
Interstate S 116, 873, 100 
Langendorf._- “a 69, 319, 900 
Southern. ---- eas 25, 058, 500 
Ward ated nos 2 104, 593, 700 

 seceape anes 51 |1, 125, 113, 800 
Quality Bakers of America-----....------ x 280, 000, 000 


& 
a 


ges3s3s33 


CASO 


REN Ss 


PRON Poe 
RSSVosSsse 
x 


1 Without Omar. 
2 Too high, includes pie and chips. 
3 Van de Kamp raises. 


ExHIBIT G 


ArTHuUR LUxEM & ASSOCIATES, 
Chicago, Ill., June 10, 1959. 
Mr. J. P. DUCHAINE, 
President, Quality Bakers of America Coop., Inc., 
New York, N.Y. 


Dear Mr. DucHAINE: Would you be kind enough to advise us if you would 
be interested in the acquisition of a very attractive large wholesale bakery in 
any of the States shown below. All these old family bakeries are in full daily 
operation and have a volume sales of $1 to $4 million annually. The number 
following each State shows the number of bread, pie, and cookie plants available 
in each State. 

This is a splendid time to build your sales and profits by acquiring an attractive 
going bakery. When your sales go up, overhead goes down and profits increase. 


Alabama Mississippi 
California Missouri 
Colorado Montana 
Connecticut Nebraska 
Florida Nevada 

New Hampshire 
New Jersey 
New York 


Adee Pe 


I Se Sail 
Kentucky 
Louisiana 


Oklahoma 
Oregon 
Pennsylvania 
Texas 
Vermont. 
Virginia, West Virginia 
Washington 
Wisconsin 

Please let us hear from you as to what States you would be interested in and 
we will send you full particulars at once. 

Yours very truly, 


NNN RON NR DS 


Maryland, Washington, D.C 
Massachusetts 

Michigan 

Minnesota 


_ 


RRA 
SOWQH ARNON O 


ARTHUR LUXEM & ASSOCIATES, 
ARTHUR LUXEM. 


Mr. Grar. Thank you, sir. 
Senator Keravuver. Thank you very much. Do you have objection 

to furnishing us with a list of your members, or is that confidential ! 
Mr. Grar. No, indeed. We will be very happy to. 


Senator Keravuver. If you will furnish that, it will be made a part 
of the record. 
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(The list may be found on p. 6595.) 

Senator Keravuver. Are there any brief questions? 

Mr. Drxon. I have none. 

Senator Kreravver. Mr. McDonald, how long will your statement 
run, do you think? 

Mr. McDonatp. About 20 minutes, Mr. Chairman. 

Senator Keravuver. Would you just as soon go on now, after a brief 
recess 

Mr. McDonavp. I would prefer to get on as quickly as possible. 

Senator Kerauver. We will have a 5-minute recess and then we 
will continue. 

Short recess. ) 
senator Kerauver. The committee will come to order. Mr. Graf, 
we may have some more questions of you later. 

Our next witness is Angus McDonald, coordinator, Division of Leg- 
islative Services of the National Farmers Union. The chairman and 
members of the committee know Mr. McDonald well and know that he 
is well qualified to testify on the matters contained in his statement. 

Miss Penning, of Congresswoman Martha Griffiths’ staff, is here ob- 
serving the hearings. Congresswoman Griffiths is very interested in 
this problem and we appreciate Miss Penning’s presence. 

All right, Mr. McDonald. 


STATEMENT OF ANGUS McDONALD, COORDINATOR, DIVISION OF 
LEGISLATIVE SERVICES, NATIONAL FARMERS UNION 


Mr. McDonavp. Mr. Chairman, I am Angus McDonald, coordina- 
tor, Division of Legislative Services of the National Farmers Union. 

On behalf of the members of the National Farmers Union, I wish 
to express my appreciation of being invited to participate in this hear- 
ing. The whole series of hearings on administered prices which this 
committee is conducting is receiving the closest attention by our 
leaders. 

Information developed by this committee has been invaluable to us 
in informing our members of the nature of the cause of the farm 
crisis which has reached major proportions during the last 7 years. 

The solution of the economic puzzle of a depressed agriculture dur- 
ing a period of prosperity and inflation seems to lie in our hybrid 
price system which is partly privately controlled and partly competi- 
tive. . 

The nature of the price system is all important to the farmer. 
Those who control prices can, at will, deprive the farmer of the fruits 
of his labor. A managed-price system works against the farmer in 
two ways. He is disadvantaged by privately controlled prices of im- 

lements, materials, and farm supplies necessary for operating his 

arm plant. He is also disadvantaged by a _ system which op- 

erates to keep consumer prices unduly high at the same time that prices 
at the farm are depressed by reason of overproduction and market 
gluts. Unduly high consumer prices restrict demand and also add to 
the farmer’s cost of living; the farmer, as a consumer, accounts for 
more than average consumption of processed and packaged foods. 

I call the committee’s attention to a committee print of the House 
oe.” on Agriculture of June 1, 1959, entitled “Food Cost 

rends. 
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This study indicates that food prices in general have increased 20 
percent in the last 10 years and prices received by farmers have de- 
clined 8 percent. In 1958, consumers paid $53.6 billion for their food; 
during the period 1947-49 they paid on the average $37.8 billion. 
Thus, during the last 10 years, the gross bill of the people of the 
United States has increased by $15.9 billion annually. 

Facts developed in this publication indicate that nearly all of this 
tremendous increase went to middlemen; only $2.4 billion reached the 
pockets of the farmers. The average family in the United States spent 
$1,310 for food in 1958, as compared to $1,050 10 years ago. 

Of this $260 increase, farmers actually received 8 fewer dollars 
from each family’s expenditure than during the period 1947-49. 

Part of this tremendous disparity between the grocery store prices 
and farm prices can be accounted for in increased labor costs, more 
expensive methods of processing and packaging, but it should be un- 
derstood that the farmer’s costs, which include labor, expensive 
machinery, up-to-date methods of harvesting, and storing of farm 
commodities, have probably risen more. 

The farmer, on the other hand, has not been able to charge his in- 
creased costs up to the consumer. He has either taken them out of his 
capital investment or gross income. Farmers’ costs in 1958 had in- 
creased by $3.8 billion annually since 1953. 

There is no industry with more uneven and varied characteristics 
than agriculture, particularly in regard to trends of farm prices as 
compared to trends of prices which the consumer pays. 

In some agricultural industries, such as broilers and eggs, retail 
and wholesale prices follow at a distance the ups and downs of prices 
on the farm. 

The same is true to some extent regarding meat, fats and oils, and 
fruits and vegetables, although the spread a widened considerably 
during the past 10 years. 

However, when we compare or contrast the trends in the price of 
wheat and bread, we find, insofar as I know, a unique situation. Dur- 
ing the past 10 years, as indicated by the chart, “Farm and Retail 
Prices of Cereal and Bakery Products,” wheat prices have gone down 
and prices of bakery products have gone up. ie is an industry in 
which retail prices pay not the slightest attention to supply and de- 
mand, to surpluses, or to costs of ingredients. It occurred to us that 
there must be some reason why prices of bakery products acted differ- 
ently from prices of other foods. 

Senator Keravuver. Mr. McDonald, this chart and any other charts 
or tables in your statement will be made a part of the record. 

Mr. McDonatp. Thank you, sir. 
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(The chart referred to follows :) 
AVERAGE PRICES RECEIVED BY FARMERS FOR WHEAT 


AND RETAIL PRICES OF CEREALS AND BAKERY PRODUCTS—1947 THRU 1958 


Index 
135 
130 





1947 43 7°99 "50 751 $2 $3 SY SF Sb 57 8 


(1947-49 = 100) 





Average Retail prices Average Retail prices 
prices of cereal prices of cereal 
Date received by | and bakery Date received by | and bakery 
farmers for products farmers for products 
wheat wheat 
112 ee ee 100 119 
103 SNE A eecsssetsnntechann Blancas 103 122 
92 ey en 97 124 
98 FE Oe Be iiktig nen sasnqanin 96 126 
103 SOG Er Mes deitebatikichawwind 95 130 
102 Ee Eh Pe isstieacnennh tings 84 133 


Source: Agricultural Marketing Service and Bureau of Labor Statistics. 
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Senator Keravuver. This is a very interesting chart. 

Mr. McDonatp. I call attention to material presented to this com- 
mittee on April 29, 1959, which indicated that price of bread in Chi- 
cago and other major cities in the United States remained unchanged 
over long periods of time. In a number of instances, bread prices 
really changed but they were always increased, never decreased. I 
suggested at that time to the committee that these prices were pri- 
vately administered. 

Although concentration of ownership in the baking industry does 
not approach that of some other industries, particularly in durable 
goods, there is reason to believe that a few multiunit companies domi- 
nate the market in large cities. 

In 1954 of a total of 6,474 baking establishments, 5,440 were single 
units and 974 were multiunits. 

Twenty of these multiunit companies accounted for 42 percent of 
the shipments of bakery products. Ownership of 406 of the 974 multi- 
unit establishments was in a single industry and 568 were part of a 
multi-industry ownership; 183 multiunit companies operated the 974 
units. Of these 183, 116 were single-industry operated and 67 were 
multi-industry operated. 

It appears that the bakery industry in most of the large cities, and 
some smaller ones, in the United States is dominated by the follow- 
ing companies: 

American Bakeries Co., 919 Michigan Avenue, Chicago, TI]. 

Continental Baking Co., Post Office Box 731, Rye, N.Y. 

General Baking Co., 420 Lexington Avenue, New York, N.Y. 

Ward Baking Co., 475 Fifth Avenue, New York, N.Y. 

Campbell Taggart Associated Bakeries, Inc. (Post Office Box 2640), 
6211 Lemon Avenue, Dallas, Tex. 

Perhaps it is significant that the offices of two of these companies 
are located in New York City, one in New York State, and one in 
Chicago. : 

Generally, industries in which an administered-price system devel- 
ops are located in the financial centers of the Nation. These com- 
paines over a period of years have extended themselves in many areas 
through the United States. At the present time they are engaging, 
or have been engaging recently, in price wars or conspiratorial price- 
fixing activities in Oklahoma, Tennessee, Mississippi, Kentucky, In- 
diana, Illinois, West Virginia, Ohio, Utah, Nevada, Kansas, Iowa, 
Missouri, Arkansas and Nebraska. I have constructed a map indi- 
cating the location of the plants of these companies and have found 
that in areas where price wars were being carried on one or more of 
these companies were involved. 

Senator Krravver. Where is that map, Mr. McDonald? 

Mr. McDonatp. Mr. Chairman, I can submit this. 

Senator Krravver. I think we have a copy of the same map. 

Mr. McDonatp. You can have this for the record. It is a rather 
crude map. 


Senator Krravuver. We will put this in the files. I think we have 
another one for the record. 

Mr. McDonatp. Hearings before the House Small Business Com- 
mittee have developed a considerable amount of information in re- 
gard to the tactics employed by these companies when they are at- 
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tempting to secure dominant market control. Somewhat typical was 
the experience of Norman Jordan, a baker who had been operating 
in the Topeka, Kans., areas since 1911. He had a rather large whole- 
sale baking business, distributing bread over a 14-county area. 

One bright morning in January 1955 seven trucks manned by 15 or 
16 people appeared in Topeka loaded with bread. They spread out 
over the town, attempting to sell bread to local merchants. 

Since local merchants were satisfied with their old bread supply, 
there was considerable sales resistance. The bread trucks drove 
around town and in adjacent areas all day, finally giving the bread 
away to institutions, putting it in people’s cars, meeting people after 
work and inviting them to help themselves, and actually offering to 
supply grocery stores with free bread for a considerable length of 
time. 

Senator Kerauver. What company was that? 

Mr. McDonatp. I believe that was American. 

Senator Keravuver. All right, sir. 

Mr. McDona.p. For example, one of the spokesmen for the big 
bread company said to the Karnes Market on Kighth Street: “If you 
will take our bread, we will give you all the bread you can sell for 
30 days free.” Mr. Karnes refused. 


Another man was offered 2 weeks’ free bread and two expensive 
checkout counters. Mr. Moore was offered $50 plus free bread for 30 
days. Mr. Brown was offered bread and whatever else he wanted that 
would amount to $100. Another man was offered $100 cash if he 
would put Tasty bread in his store. 


Somewhat the same thing happened to Donald Trout of Booneville, 
Mo. (His bakery had been operating in Missouri since 1924 and had 
built. up a million dollars’ worth of business in the central Missouri 
rural area.) 

He had the usual gimmick applied to him—bread was given away 
or sold for nearly nothing until his business collapsed. The same 
thing seems to have happened or is happening to a greater or lesser 
extent in the States I have mentioned. 

There is supposed to be a remedy for such unfair competition. 
Selling at a loss or discriminating in prices, if it tends to substan- 
tially weaken competition, is a violation of section 2(a) of the Clay- 
ton Act. Collusive or conspiratorial actions, which also seem to have 
been evident in a number of instances, are a violation of the Sherman 
Act. Yet these men, taking only two as examples, were not protected 
by the FTC which is supposed to handle section 2(a) cases. 

At a hearing before the House Small Business Committee on Octo- 
ber 31, 1955, I analyzed the sorry record of the Federal Trade Com- 
mission in regard to section 2(a) cases. If the experience of Jordan 
and Trout are any criteria of the effectiveness of FTC, then that 
record was continued at least through 1956. These men complained 
to the Commission (docket Nos. 5510970 and 5510969) but nothing 
happened. They subsequently went out of business. 

Aside from price discrimination and unfair methods of competi- 
tion, which in our view are violations of section 2(a) and section 5 
of the Federal Trade Commission Act, the big bakers have been enter- 
ing into price-fixing conspiracies in violation of the Sherman Act. 

I call the committee’s attention to criminal action No. 8676 in the 
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U.S. District Court, Western District of Tennessee, which concerns 
Continental Baking Co., American Bakeries Co., and Campbell Tag- 
gart Associated Bakeries, Inc., three national multiunit bakery corpo- 
rations. These companies and others charged with price fixing in 
Arkansas, Tennessee, and Kentucky pleaded nolo contendere and were 
fined as follows: 

Continental Baking Co 

American Bakeries Co 

Colonial of Memphis (Campbell Taggart Associated Bakeries, Inc.) ~--- 

Hart Bakeries 3, 500 

Senator Krerauver. This case, of course, was in Tennessee. When 
was that case, sir? 

Mr. McDonatp. I believe in December 1958. 

Mr. Drxon. December 1958 is right. 

Senator Krravuver. Yes; I think that was the time of it. 

Mr. McDonatp. Another recent case is criminal action No. 12991, 
filed in the U.S. District Court for the Northern District of Okla- 
homa, and concerning General Baking Co., Continental Bakeries Co., 
and others. These companies also pleaded nolo contendere in regard 
to fixing and maintaining bread prices and paid fines as follows: 
General Baking Co 


Continental Baking Co 
Jessie Reynolds (agent for General Baking Co.) ~-.--_--_-._--------- 


Another case in which the Government has taken action is No. 177, 
filed in the U.S. District Court for the District of Nevada and concerns 
the Continental Baking Co. and others. 

That case has not been disposed of yet. Witnesses before congres- 
sional committees say that the big companies pretend that their 
superior efficiency justifies their putting these little businessmen, who 
are so important to the life of a community, out of business. 

The cost of making a loaf of bread is pretty nearly uniform in an 
given area. According to the testimony received by the House Small 
Business Committee, bakeries in Nebraska, Kansas, and Oklahoma 
hired a certified public accountant, Hal Lymes, who is employed by 
the bakeries in these States to give them the facts on bread costs. 

Here they are: 

Flour costs per 100 pounds 


Other ingredients 
Wrappers 


Shop labor. 
Shop expense 
Administrative expense 


Total plant cost 
Sales promotion 
District expense 
Returns 


or 13.5 cents per loaf. 
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Here is an excerpt from the testimony of Norman Jordan previously 
referred to: 


Therefore, I do not believe there is a real justification for the basis that they 
can undercut us by 2 or 3 cents a loaf and maintain that they can just make 
it that much cheaper and give everybody that opportunity. 

If they can make it that much cheaper, they should be selling it in their 
primary markets for less money than they are selling it today, because in Kansas 
City, where their bakery is and where their bakeries are, their price to the 
wholesaler is exactly the same price as ours. 

(Hearing before the House Small Business Committee, October 1955, p. 353.) 


The loss-leader device as a method of unfair competition should be 
distinguished from conventional price discrimination which usually 
lasts for a short period of time. The Great Atlantic & Pacific Co., 
employing this device, has been instrumental in putting out of business 
not only independent bakeries, but neighborhood grocery stores, ac- 
cording to Louis Marhoefer, a bakery in Pittsburgh, Pa., area. 

Marhoefer says that Jane Parker, the A. & P. Co. loaf, is the killer 
of the baking industry. He says that Jane Parker is a loss leader 
which entices the housewife to the store, with the result that she 
buys high-priced items. Here are Marhoefer’s comments on this 
practice: 

We used to have monopolizers in this country. I remember the big bad wolf 
at one time was the Rockefellers, they were out monopolizing the whole industry. 

But the Rockefellers, what did they do? They went out and bought up the 
competing business. They used the method of buying them up, sometimes maybe 
at a little bit of an unfair price, but they at least paid something for them. 
The A. & P. has developed a far more malicious system. 

They pay nothing. They go out and crush their competitors by way of these 
27% percent price differentials, and they have never yet bought out any baker. 

They are achieving their monopoly that they are going to have at hardly any 
expense, because what they are now losing on production costs they are getting 
back a hundredfold by getting more customers buying other things in their stores. 

So I believe that the A. & P. has now found a method by which to become a 
monopoly at no cost to themselves, only at the cost of the destruction of others. 

Now, when we have a condition like that, it is sometimes a peculiar thing. 
One asks, What is going to happen after they do have a lot of business? That, 
of course, is when the housewife may find that she is going to have to pay a 
much higher price than when they had competition. 

But as I say, none of them seem to have the sense to ask the question. And 
by virtue of our modern methods of information and advertising on the radio, 
and what have you, the villain has been sanctified in the eyes of many people, 
many housewives. A. & P. is now the great hero. 

Information points to the fact that an economic revolution is going 
on in food processing and distribution in the United States, The 
baking companies are taking over and, if the present trend is not 
checked, bread prices and possibly other prices will be fixed. The 
consumer will be charged all the traffic will bear, even if it is 50 cents 
a loaf, and the farmer’s share will decline even further. 

During the last 10 years the farmer’s share of the price of a pound 
loaf of bread has declined drastically. In 1947, as indicated, by the 
chart headed ee Margins in White Bread,” a pound loaf 
sold for 1214 cents, the farmer getting 3.7 cents of this. During the 


next 11 years, the farmer’s share of the retail price declined almost 
50 percent. Although the consumer paid 19.3, the farmer got only 
3 cents of this, or 1514 percent. 

(The chart referred to follows :) 
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Mr. McDona.p. Trends in bread prices and other industries which 
are well on the way to becoming price-administered industries should 
not be only of interest to farmers but to everybody. 

We are all consumers and I suggest that it is inevitable that the 
American people will pay more and more billions of dollars in ex- 
cessive food prices if these trends are not checked. One can postpone 
the purchasing of an automobile or a house, but eating cannot be 
indefinitely postponed without rather serious effects. Most of us eat 
three times a day even if we cannot purchase an automobile because 
the price is privately administered. 
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There is another more intangible and indirect effect of private price 
fixing: Local communities depend in large ee for their civic, educa- 
tional, and cultural development on small and independent enter- 

risers. 

F Our democratic institutions in the long run will suffer if our 
economy is controlled by a few large corporations. The big corpora- 
tions will intrude more and more into the political arena and will 
inhibit more and more activities of those in communities, particularly 
if they are corporation employees. Educational systems will suffer 
and the free press and all media of information will be affected if 
great corporations dominate the economy from top to bottom. _ 

The independence of the farmer will be threatened. Vertical in- 
on as a device of monopoly will be extended onto the farm 
itself. 

The farmer, by means of contracts or leases, or something of the 
sort, will become in effect an employee of the corporation. 

He will lose the power to make his own decisions and will be forced 
into any kind of an arrangement in a, to the growing and mar- 
keting of his crops no matter how disadvantageous to him it may be, 

Senator Keravuver. Thank you very much, Mr. McDonald. 

By way of summary, the first thing is your very interesting chart 
which contains figures that I used in my opening statement. 

The average retail price of bread in 1947 was 12.5 cents, with the 
farmer getting 3.7 cents. In 1958 the price was 19.3 cents and the 
farmer received 3 cents. 

You have pointed out the increase in costs as to what the farmer 
has to pay for machinery, labor, and everything he buys. 

Mr. McDonaxp. Mr. Chairman, in testimony before this committee 
on April 19 of this year I documented the situation in regard to prices 
farmers paid, and ional that the farmer is paying from 25 to 75 per- 
cent more for his supplies, farmer machinery, and so forth now, in 
1958, than he paid in the period 1947-49. 

On the other hand farmers’ net income had declined drastically dur- 
ing that period and his prices, as I point out here, had gone down 
8 percent. 

Senator Krrauver. I remember your statement. It is brief and 
pertinent to this hearing and is incorporated here by reference. 

You point out further that the action of certain chainstores is de- 
structive of the smaller enterprise, because they are able to sell bread 
below cost in order to get that share of the market and this puts 
somebody else out of business. Then you say there are discriminations 
which are responsible for losses by the small baker. 

You feel that the laws ought to be strengthened and more rigidly 
enforced ; is that correct? 

Mr. McDonatp. Yes. I mentioned only two examples which were 
rather extreme cases, the worst that I ran across. In other instances 
the baker would give a 5-cent coupon or he would give something 
extra as a method of price discrimination. 

Senator Kerauver. You expressed the belief in your statement, as 
I understand it, where small independent bakers are operating in the 
same area of the larger corporation, the price is determined by the 
price of the larger companies; is that correct ? 

Mr. McDonarp. Yes. 
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Senator Kerauver. If the smaller fellow tries to continue to sell 
at a lower price, what happens then ? 

Mr. McDonatp. I aul one example in which the National Bakery 
offered the Army or some military establishment bread at 8.5 cents a 
loaf, I presume a pound loaf, and this baker, who was testifying on 
the other side of this before the House Small Business Committee, re- 
marked that he would lose $6,000 a year to that particular deal. 

He had met this price. 

Senator Kerauver. So it is a matter of finding other markets or 
going out of business, 

Any questions, Mr. Dixon? 

Mr. Dixon. Mr. Chairman, in support of the same material that 
Mr. McDonald has offered, I have some statistics here showing the 
increase in the price of bread and the decrease in price to the farmer. 

We have a chart here prepared by the staff, the source being U.S. 
Department of Agriculture, Marketing, and Transportation Situation 
Report, entitled, “White Pan Bread, Changes in Prices and Margins, 
1947-58.” It will be seen that at least the cost of flour and the cost of 
other ingredients have remained fairly steady for the 10-year period. 
In fact there has been a slight decrease, whereas the retail price of 
bread has advanced from 12.5 cents to 19.3 cents the wholesale price 
has advanced from 10.6 cents to 16.2 cents. 

Senator Kreravuver. We will let that be made a part of the record. 

(The chart referred to follows :) 
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Mr. Dixon. We also have here three charts depicting the average 
retail price of bread per pound, 1947 to 1958, the source being BLS 
data. They show the average retail price of bread from 20 selected 
cities. Some of the cities are in New England and New York, the 
others in the middle Atlantic area except New York City. The next 
chart includes east north central cities and west north central cities. 
The third shows cities in the South and the Pacific coast. 

Taking one city at random, the chart shows for instance that for 
New York City he retail price of bread advanced in 1947 from 13.75 
cents to about 20.5 cents in a 10-year period. In the city of Boston the 
price has advanced from 12.5 cents to about 18.75 cents. That same 
steady increase of price is shown on all three of these charts. 

Senator Keravver. Let them all be made a part of the record. 
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(The charts referred to follow :) 


AVERAGE RETAIL PRICE OF BREAD, PER POUND 
1947-1958 
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AVERAGE RETAIL PRICE OF BREAD, PER POUND 
1947-1958 


(CENTS PER POUND) 
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Senator Kerauver. Any further questions? 

Mr. Cuumpris. I have no questions, Mr. Chairman. 

Senator Krerauver. Mr. Peck ? 

Mr. Peck. No questions, Mr. Chairman. 

Senator Kerauver. Mr. Kittrie? 

Mr. Kirrrim, Just one question; Mr. McDonald, how would you 
explain the fact that the farmers’ share has been decreasing while 
the baker wholesaler’s part in this bread price has been on the increase 
all the time? What would you say are the economic factors that would 
explain this? 

Mr. McDonatp. The economic situation is represented in this chart 
which I presented to the committee in April, which shows that in these 
three cities, New York, San Francisco, and Chicago, except for one 
increase in New York, those prices were identical. They did not 
vary a tenth of a cent at any day during the year. Well, wheat—and 
I have 3 different kinds of wheat on this chart—changed every month. 

eee it changed oftener than that, but the chart shows the 
change. 

The principal ingredient of the bread was highly competitive. 
The bread obviously was not in competition. 

Senator Kerauver. In some way or other they arrive at the same 
price and maintain it there. 

Mr. McDona.p. I just can’t believe that these things are accidental. 

Like the basic point system you will recall, Mr. Chairman, we dis- 
cussed a great deal a few years ago, where you would have to give 
companies bidding to the ten-thousandths of a cent in sealed bids. 
You have the same sort of situation in the baking industry in the 
sealed bids, in the Memphis case as I recall, where several companies 
put in their bids for this Army bread and they were all identical. 

Mr. Kirrrie. You feel therefore that there is much more of the 
action of supply and demand in the case of the farmer, that there is 
really much more of free enterprise competition as far as his prices 
are concerned ? 

Mr. McDonatp. The farmer’s products respond daily to supply and 
demand. 

Mr. Drxon. Mr. Chairman, we will present this in detail later, but 
in fact in the city of Chicago, as I recall the information that was 
reported to us, the large wholesale bakers changed bread prices only 
two times in 6 years. 

Senator Krerauver. Anything else? 

Thank you very much, Mr. McDonald. 

Mr. McDonarp. Thank you, Mr. Chairman. 

Senator Kerauver. Mr. Graf, will you come back just a minute? 
There doesn’t seem to be much question about the fundamental fact 
that the national average retail price of bread between 1947 and 1958 
increased from 12.5 cents to 19.1 cents, whereas the farmer’s part went 
down from 3.7 cents to 3 cents. To what do you attribute this? 


STATEMENT OF GEORGE N. GRAF—Rcsumed 


Mr. GraF. First, I don’t think you can compare the fluctuations in 
the price of bread with the fluctuation in the price of wheat, for 
example, because the wheat has become too small a portion of the 
total cost of the loaf of bread. 

I can give you some figures immediately. 
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On wheat flour currently in a loaf selling for about 23 cents retail, 
it is 3.5 cents, so it is about 14 percent, and a minor fluctuation in 
wheat or the day-to-day fluctuations in wheat hardly average, reflect 
any change in the bread price. 

Senator Keravuver. In 1947 the cost of wheat was—— 

Mr. Grar. $3.57, the cost of wheat flour on a 100-pound bread basis. 

Senator Keravver. It would compare roughly —— 

Mr. Grar. Per pound loaf of bread, wheat flour cost us in 1947, 
$3.57, 100 pounds; and in 1958, $3.53. We are actually buying the 
wheat flour cheaper than we did in 1947. 

Senator Keravuver. In 1947 the cost of wheat was a little more than 
a fourth of the cost of the loaf of bread ? 

Mr. Grar. Yes, sir. The total wheat cost was 3.81 on a selling 
price of 11.57. 

Senator Krrauver. How come the price of bread has gone up so 
much ? 

Mr. Grar. For one thing, the cost of labor, as we mentioned, our 
total selling labor cost is up about 126 percent social security and 
workman’s compensation insurance up 525 percent. 

Our inside wages are up 81 percent. ‘The consumer services in con- 
nection with bread, package services, have increased tremendously. 
We wrapped in 1948 mostly in wax paper, we wrap in cellophane now 
which costs about six-tenths of a cent more per loaf. 

The additional consumer services which are usually furnished with 
food have increased tremendously, and represent a big part of the 
$48 billion food bill. These have no relationship to the farm prices. 
Now why farm prices are lower, that I can’t tell you. 

1 am not an economist. 

Senator Krravuver. What are those additional services you are talk- 
ing about? 

Mr. Grar. Well, in the bakery field they are largely competitive 
services. The cost of stales for example, is up seven times. That is 
a competitive cost. One of the elements of waste yet a service of 
freshness. 

Senator Kerauver. That is just pure waste, isn’t it? 

Mr. Grar. It is anecessary waste, to stay alive. 

And to keep bread fresh to the consumer. 

Senator Keravver. It looks to me as if that is an economic loss. 
That cost is up seven times over what it was in 1947. 

Mr. Grar. Yes. 

Senator Krrauver. There must be some reason why that is occur- 
ring. You said something about the fact that somebody was clobber- 
ing someone else. 

Mr. Grar. A part of the reason for it is in diversification. Ten 
years ago my bakeries would have 70 percent of their production in 
two white loaves of bread. We hardly have a bakery today that does 
not, offer seven and eight and nine loaves of white bread. The con- 
sumer wants it thin sliced, thick sliced, short loaf, long loaf. And 
of course, the stales have a definite relationship to the number of 
varieties that are handled. 

Now that is a cost that is very difficult to control. A big part of 
it is just sheer competitiveness. 
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Of course, all that helps the farmer, because one man’s waste is 
another man’s production. 

Why the cost of farm products is lower I can’t tell you. In 1947 
we paid for flour $5.87 a bag. In 1958 we paid only $6, a 13-cent-a- 
bag increase. Flour is just another ingredient, if you see what I 
mean, and competitive within itself. 

Our yield per bag of flour—now by yield, I mean, when the baker 
buys flour he adds milk, shortening, sugar, and other things into it. 

We normally figure rule of thumb, that a hundred-pound bag of 
flour produces 150 loaves of bread, depending on how much of these 
other ingredients we added. 

Now we have not decreased materially the items that go into making 
bread because our yield in 1947 was 154 pounds. Our yield today is 
157 pounds. We are adding slightly more ingredients via shortening 
and so forth in quantity in ihe loaf, to enrich it. 

Senator Kerauver. Who generally sets the price of bread when of 
the large companies is in a community and smaller companies are there 
too? Is the price arrived at based on the price of the larger company ? 

Mr. Grar. I can’t say that exactly. Roughly price emanates first 
from the chainstore. They are the most competitive factor we have. 

By and large for years the chainstores were about 2 cents a loaf 
under us and at that figure we could pretty well compete with them. 

As the chainstores held to their prices and as additional costs were 
reflected in our business, we tried to practice and to preach the more 
you can keep the price of bread down the better you can compete with 
the chainstore. 

Now just what starts the chain reaction which arrives at a final 
prevailing market price is hard to say. 

Usually a new union contract increases the cost. 

Some baker, usually large enough, says he has got to get more 
money and he announces a price increase, and then the others follow or 
it comes along with it, reflecting their own increased costs. 

Senator Keravver. In a community where the price is 19 cents, does 
everybody sell it at the same price? 

Mr. Grar. As a rule, yes; certainly if you attempted to sell higher, 
and if any important man sells higher, he is not going to sell his prod- 
uct. We have specialty breads where price does. not seem to enter, 
which we can sell with a little advertising glamor as worth 3, 4, and 5 
cents a loaf more, such specialty breads as Arnold’s and Pepperidge 
Farms which always sell at 4 or 5 cents to 7 cents higher than us. 

Senator Keravver. Any further questions, Mr. Dixon? 

Mr. Drxon. That is all. 

Senator Kerauver. Mr. Kittrie? 

Mr. Kirrrm. I would like to ask one question. These figures about 
the price of a loaf of bread indicate that in 1947 the baker wholesaler 
was getting 5.1 cents. Then in 1958 he was getting 11.2 cents. Could 

ou tell us what the change has been or what the increase of the profit 
o been in these years? 

Mr. Grar. I don’t know what figures you are referring to. Are you 
referring to my figures or Mr. McDonald’s? 

Mr. Kirrrm. These are Mr. McDonald’s figures. Would it be pos- 
sible at all to estimate the increasing costs? 
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Mr. Grar. Oh, yes, I can give you our profit trends. I will give you 
a 10-year profit trend. Our profit over 10 years in cents per 100 pounds 
has held fairly even, but declined as a percent of sales. 

As a perecnt of sales it has declined tremendously. I can give you 
a 10-year projection on that very quickly. In 1947 our average profit 
was 70 cents a hundred pounds. That is seven-tenths of a cent a loaf, 
or 6.3 percent on sales. This is gross profit before taxes. Since then 
we went down steadily—and last year it averaged about 4 percent on 
sales. 

Now as the price went up the profit has varied slightly but held 
pretty generally steady in cents per 100 pounds: 1948, 98 cents; 1949, 
94; 1950, 96; 1951, 84; 1952, 73; 1953, 78; then it goes 81, 74, 78, 75, 
and 75. In 1958, our profit was 75 cents a hundred pounds versus 70 
cents in 1947, an increase of 7 percent, on the basis of cents per 100 
pounds although on the basis of sales it was down almost 50 percent. 

Senator Kerauver. Will you file that table as a part of the record? 

Mr. Grar. That table, I think, is in Dr. Blair’s hands. 

He may use it if he wishes. 

Mr. Kirrrie. Thank you very much. 

Senator Kerauver. We will make it a part of the record. 

(The table referred to may be found on p. 6588.) 

Senator Keravver. You said that the amount of bread sold is de- 
creasing. Did I understand you to say that? 

Mr. Grar. The consumption is definitely decreasing. 

Senator Keravuver. Is that because the price is getting so high ? 

Mr. Grar. No; the stomach can only hold so much food, and there 
are so many more enticing things, cheaper meats, the consumer gravi- 
tates to meat first if the budget is available. 

[ have not got the figures, but I believe, and I am quoting from 
memory, that our consumption per capita—and wheat is the yardstick 
we use—wheat consumption per capita has roughly dropped from 
about 160 pounds per capita to about 129. 

Now, not all of that is reflected in bread, but a big proportion of 
it is. 

It is the big underlying problem in our industry that we are facing 
a consumer decrease. 

Senator Kerauver. You mean in spite of the population increase, 
the amount of bread sold 

Mr. Grar. No; the population increase will offset that in total vol- 
ume for the industry. But the per capita consumption is declining 
and has been declining at a faster rate than the population increase. 

Senator Kerauver. Don’t you think that the fact that the price of 
bread has gone up considerably more rapidly than the average price 
of other products 

Mr. Grar. I really wasn’t aware of that figure. Somewhere 1 
heard it used. I know we used to be proud of the fact that up until 
around 1952 or 1953 that the price of bread had gone up considerably 
less than the price of most food commodities. 

Mr. Kirrrie. These figures seem to indicate that bread has gone up 
45 percent while the cost-of-living index has gone up only 23 percent. 

Mr. Grar. Since 1948? 

Mr. Kirrrie. Yes. 
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Mr. Grar. Well, then that is correct, because the price of bread in 
our figures has gone up actually 50 percent. 

If you will take all chainstore bread into consideration, it has not 
risen that much. 

Mr. Krrrrre. From what you have described, I mean the increase 
in stale bread and so on and also the increased cost of advertising, 
would it be logical to conclude that increased competition in this par- 
ticular field has actually caused the consumer to pay a higher price 4 

Mr. Grar. Yes. : 

Mr. Kirrrm. That is, competition instead of cutting down prices 
has increased prices? 

Mr. Grar. I would say that is a fair conclusion. 

Senator Krrauver. I don’t believe it. I think if you leave off some 
of the extras and give people better buys 

Mr. Grar. Competition makes the extras necessary. 

Mr. Dixon. You mean unfair competition ? 

Mr. Grar. No, no; just competition. 

Mr. Dixon. You wouldn’t make the statement that competition 
makes prices go up rather than down, would you? 

Mr. Grar. Competition in our case has made costs go up. 

Mr. Drxon. What type of competition made the costs go up? 

Mr. Grar. Competition among ourselves. 

Mr. Dixon. You mean the type that exists in an industry where any 
large producer comes in and gives away bread or does whatever is 
necessary to drive somebody out of business ¢ 

Mr. Grar. That would be unfair competition and we would have to 
match it and it would raise our costs. 

Mr. Dixon. Then that is the type of competition that made prices 
go up? 

Mr. Grar. Yes, competition that requires more service raises costs. 

We have in America today an excess of bakery ovens and bakery 
trucks—at one time I recall a statistic in Chicago that you could take 
three-quarters of all the bakery trucks off the street and they would 
still have enough, to deliver all the bread used or needed. 

Mr. Peck. Aren’t you saying that the competition to which you 
are referring is competition for the consumer’s dollar? 

Mr. Grar. Yes. Definitely. 

Mr. Peck. You mentioned having packaged your bread in various 
ways, in cellophane rather than paper, and you said your bread is 
competing against meat, against vegetables, against anything else 
that the consumer might want, including nonedible materials. Now, 
if you have to make your bread package more attractive at a higher 
cost to yourself in order to sell the bread, perhaps there is not just 
the competition between bakers but also competition for the con- 
sumer’s dollar. 

Mr. Grar. Of course, primarily that is what I am referring to, the 
competition for the place in the sun or to hold your own with the con- 
sumers. For example, take our roll business. In 1948 rolls were 
9 percent of our production. The trend to outdoor eating, barbecues, 
and so forth, has created quite a demand for that type of thing. To- 
day our product mix has changed quite radically. Our old produc- 
tion is about 16 percent. That is almost a 60-percent increase. Now 
rolls are a higher cost item. They require more labor, special han- 
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dling, and so forth and affect our general costs. But they also are 
priced higher too. 


Senator Keravuver. Thank you you very much. 


We will meet in this hearing room Thursday morning at 10 o’clock. 


Our first witness will be Mr. R. Newton Laughlin, president of the 
Continental Baking Co. 


We stand in recess until Thursday morning. 


(Whereupon, at 1:10 p.m., the hearing was recessed to reconvene 
at 10 a.m., Thursday, June 18, 1959.) 
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THURSDAY, JUNE 18, 1959 
U.S. Senate, 


SUBCOMMITTEE ON ANTITRUST AND MoNnopPoLy 
O# THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a.m., room 312, 
Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (chairman), Carroll, Dirksen, and 
Hart. 

Also present: Paul Rand Dixon, counsel and staff director; Peter 
N. Chumbris, counsel for minority ; Theodore T. Peck, special counsel 
for minority ; Nicholas N. Kittrie, special counsel for minority ; Phili 
R. Layton, assistant counsel; Joseph C. Golden, attorney; ‘Thomas C. 
Williams, attorney; John M. Blair, chief economist; Walter S. 
Measday, economist; Paul S. Green, editorial director; and Gladys E. 
Montier, clerk. 

Senator Kerauver. The committee will come to order. We are 
glad to have this morning Mr. R. Newton Laughlin, president of the 
Continental Baking Co., with its general offices at Rye, N.Y. With 
Mr. Laughlin are Mr. George Faunce, Jr., vice president and general 
counsel of the Continental Baking Co., and Mr. Roy M. Anderson, 
assistant general counsel. 

Before we start, Senator Dirksen wishes to make a statement and 
further introduce Mr, Laughlin. 

Senator Dirksen. Mr. Chairman, first I express my regret that I 
could not attend the hearing the day before yesterday. I have more 
than an ordinary interest in this hearing, having on my own been 
associated with the baking industry years ago in a very modest way as 
coproprietor of a small wholesale bakery. 

I think I met Mr. Laughlin in company with Mr. Lewis Keister of 
Rockville, Ill., president of the K. Stevens Baking Co., in the course 
of my attendance off and on at the various conventions, of both the 
American Bakers Association and the Illinois Bakers. 

And so, Mr. Laughlin, if I can’t remain long, it will be because I 
have a room full of witnesses over in the next building, and the Sen- 
ate session begins at 11 this morning. I left the Senate chamber 
at 5 after 12 this morning before the session terminated. But I 
can assure you that I will carefully study all of the testimony with 
respect to this matter with great interest. 

o, I welcome you to the hearings. 

Senator Kerauver. Thank you, Senator Dirksen. 

Mr. Laughlin, you have a statement which seems to be fairly brief, 
so will you proceed in your own way ? 
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STATEMENT OF R. NEWTON LAUGHLIN, PRESIDENT, CONTINENTAL 
BAKING CO., ACCOMPANIED BY GEORGE FAUNCE, JR., VICE PRESI- 
DENT; ROY M. ANDERSON, ASSISTANT GENERAL COUNSEL; AND 
ARTHUR HESSEL, VICE PRESIDENT 


Mr. Lavennin. Mr. Chairman, with your permission I would like 
to introduce myself to you and the members of the committee. My 
name is R. Newton Laughlin and I am — of the Continental 
Baking Co., with general offices in Rye, N.Y. 

May I first assure you, the members of the committee, and the com- 
mittee’s staff of Continental’s sincere desire to cooperate in your 
efforts. I shall be most happy to answer your questions as fully and 
accurately as I can. : 4 

First, however, it might be helpful to the committee if I were to 
touch briefly on several factors which I feel must be carefully con- 
sidered in any examination of the baking industry. 

I should like to begin by stressing three fundamentals which tend to 
make baking quite different from virtually all other industries. I 
cannot emphasize these fundamentals too strongly. Unless they are 
kept in mind continually, there is little possibility of understanding 
the economics of the industry. 

The first of these fundamentals is that baking—and particularly 
bread baking—deals with a manufactured product which is highly 
perishable ; not only more perishable than automobiles but more perish- 
able than eggs or even milk, 

The second fundamental is that bread production is inherently local 
in itsnature. It has to be because its perishability drastically restricts 
its distribution. 

The third fundamental is that baking is characterized by an excep- 
tionally broad base of small operators and an absence of concentration. 

Perhaps I can clarify these three fundamentals by comparing baking 
with newspaper publishing. I am 1fot a newspaper expert, and I do 
not say that the parallel is valid in all respects, but certain similarities 
are striking. 

To begin with, bread and newspapers are equally perishable. Yes- 
terday’s loaf of bread is as unsalable as yesterday’s Washington Star. 
Because of this extreme perishability, bakeries and newspapers alike 
can distribute their products only within a limited area. Neither has 
a fixed radius, but, in general, the practical limits of both newspaper 
and bread distribution are not much in excess of a hundred miles. 

Like newspapers, bakeries may operate as national or regional 
chains, but subsidiary bakeries, whether operated by wholesalers, re- 
tailers, home service bakers, or chain grocery stores, like subsidiar 
chain newspapers, must remain local in nature. Each must. cope with 
its peculiar local problems: wage scales, competition, consumer pref- 
erences, operational and material costs. 

In other words, both bakeries and newspapers are limited in their 
daily operations by the necessity of producing their product each day 
for immediate consumption in a highly restricted area and by the com- 
petition of similar concerns, whether local or chain, operating under 
similar local conditions. This is the striking parallel, and I use it 
only to emphasize the unusual conditions under which the baking in- 
dustry operates. From now on I shall restrict myself to my own field. 
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In the case of baking, a direct and inevitable result of perishability 
of product and localization of operations is lack of concentration. 

In few other fields do so many companies compete for the con- 
sumer’s favor. There are approximately 18,000 bakeries in the Na- 
tion today. About 12,000 are local retail operations, and the remain- 
ing 6,000 are divided into wholesale, home service, chain grocery 
store, and multiunit retail bakeries. 

Of the second group, only a thousand are “chain” operations— 
about 6 percent. True, many of the national bakeries, wholesale, 
chainstore, or otherwise, are large ones, but in many markets it is a 
local bakery which sells the most bread—in Dayton, Shreveport, Nor- 
folk, Portland, New Bedford, and Providence, to name a few. 

Where a chain or national bakery in any category is the largest 
seller in a market, it does not follow that it is part of a large national 
chain. Small area chains are out in front in Dallas, Houston, Mem- 
phis, and a score of the other cities. 

As of January 1, 1959, there were no less than 146 bakery chains 
in operation, including 19 chains with 10 or more bakeries each. In 
addition, there were 313 locally owned and operated single bakeries 
in the country with sales of more than a million dollars a year and 
426 with sales between half a million and a million. 

A total of 242 local bakeries were members of three large associa- 
tions which, through mass purchasing and advertising techniques, 
make them competitors of the chain operators in every sense of the 
word. 

One of these associations has almost as many bakeries as the two 
largest chains combined, and covers far more territory than any single 
chain. 

So far, I have been talking numerically. Equally significant, from 
the standpoint of sales, is the fact that no baking company or associa- 
tion is within light years of dominating the industry, or any segment 
of the industry. 

Neither of the two largest concerns, Continental and the largest 
grocery chainstore bakery, has ever won 10 percent of the market. 

The eight largest wholesale bakers do less than 25 percent of the 
total business. 

As a matter of fact, no baking company can really be called “na- 
tional,” since none of them distribute their products in all areas of 
the country. : 

In the case of Continental, we have no bread distribution in seven 
States, and little more than token distribution in half a dozen more. 
Wesell no white bread in more than 30 major markets. 

Proof that this situation is common to all companies is the fact that 
no brand of bread today is regularly advertised in national magazines 
or on national television or radio networks. Since their products are 
not distributed throughout the entire country, they cannot afford the 
expense of the waste circulation or coverage. 

: ° . . 6c ” 
This, I respectfully submit, is hardly a picture of a “concentrated 
industry. Baking, because of its local nature, resists concentration. 
It has little in common with those industries in which there is a high 
degree of concentration of production in a few companies and with no 

broad base of smaller operations. 
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I would like to make another fundamental point. It is impossible 
today to gain a clear picture of the baking industry without consider- 
ing all of its components—particularly the grocery chainstore bak- 
eries which today provide all other bakeries with their sternest 
competition. ; 

According to the 1954 census, in that year wholesale bakeries pro- 
duced about 62 percent of the total baked goods production, retailers 
22 percent, house to house 8.5 percent, and chains 7.5 percent. 

Since 1954, however, the picture has changed. According to recent 
studies conducted by Dr. Charles C. Slater, well-known baking in- 
dustry economist, and others, the wholesaler’s output has remained 
stable, the output of the house to house and retail bakers has dropped, 
while that of the chainstore bakers has skyrocketed. 

Today there are only about 160 of these captive bakeries, but they 
make up in productive capacity what they lack in numbers. Most 
experts believe they bake about 20 percent of all white bread sold. 
Others place the figure higher. 

In 1956 a Chicago Tribune survey showed that four chainstore 
brands had captured a third of the Chicago market. 

Because of many production and marketing factors, grocery chain- 
store bread today sells from 2 to 5 cents a loaf below the price of 
wholesale bread. 

As a result, the chainstores and supermarkets today are providing 
the wholesalers with their toughest competition, even though, at the 
same time, they have become the wholesalers’ best customers. 

This increased competition, at a time when the Nation’s food mer- 
chandising picture is rapidly changing, must be given its proper 
importance in any edasidbeation of the baking industry, or of any 
of its competing segments. 

Baking, in the last analysis, must be considered as a whole. We 
should not forget the fact that there are observers who believe that 
the largest bread producer is not Continental, or any other wholesale 
company, but one of the grocery chains. Nor should we pass too 
lightly over the fact that the company with the largest number of 
bakeries is a five-and-dime chain which has more than a thousand 
small baking operations. 

The factors I have mentioned, I am sure, point to an unconcen- 
trated industry in which a healthy competitive situation exists. There 
are those who believe that, because the price of wheat has declined, 
the price of bread should also drop. True, the price of flour to the 
baker has decreased, but virtually all other costs have risen. Between 
1954 and 1958, the price of the flour purchased by Continental de- 
clined from $6,153 per hundredweight to $5.63. Yet the rise in wrap- 
per costs and freight charges on shipping the flour virtually wiped 
out this saving. 

As a matter of fact, the entire drop in flour costs amounted to less 
than one-third cent a loaf. It is difficult under any circumstances 
to reduce the price of bread by such a fraction. It is impossible when 
one realizes that virtually all noningredient costs have been going 
steadily skyward. 

I might comment here that, should a baking conpeny reduce the 

a 


price of bread by a third of a cent, there would be no change in the 
retail price. 
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In summary, may I say that baking is a complicated and often 
misunderstood industry. ‘The limitation of geography and time under 
which it operates have resulted in a structure which is uniquely local 
and unconcentrated. It cannot be measured by the same yardstick 
which is applied to steel, automobiles, and other industries operating 
under completely dissimilar conditions. 

I trust, gentlemen, that you will give the factors I have mentioned 
your serious consideration. Thank you for your attention and the 
opportunity of addressing myself to you. 

At this point, Senator Dirksen left the hearing room.) 

enator Kerauver. Mr, Laughlin, one of the problems this commit- 
tee is very much concerned about is the high cost of living and 
the inflation that people of this Nation are suffering. 

The evidence seems to be undisputed that whereas the cost of livin 
index between 1947-49 and 1957-58 has gone up 23 percent the retail 
price of bread has risen by 45 percent. That is taken from the Bu- 
reau of Labor Statistics index. Mr. Graf testifymg the day 
before yesterday confirmed the accuracy of these figures. Does that 
bear out your own figures? Yet, as you have said here in your 
statement, the cost of flour has decreased during this time. 

We are not talking about the one-third of a cent a loaf decrease in 
the cost of flour. We are interested in why the cost of bread has 
risen from an average of 12.5 cents in 1947 to 19.3 cents in 1958. 

Mr. Laveniin. | can understand your concern on that point 
and I can assure you it concerns us, too, I appreciate the opportunity 
of attempting to explain what has happened. I might first say in 
regard to these index figures that whether or not in this period of 
time bread prices might have been lower than other comparable 
products is something we are not sure of. I have taken this nota- 
tion from our 1947 annual report in which Mr. M. Lee Marshall, who 
was chairman of the board, reported as follows: 

Contrary to all expectations, food prices lead a spiral of inflation that ap- 
parently has not yet reached its peak. However, the price of Wonder Bread and 
Hostess Cakes continued to be substantially under the rise in other food costs. 

I am not saying that this is true or not, but during that base period 
bread prices may not have risen as much as the prices of other prod- 
ucts to which bread is being compared. 

Senator Keravuver. There is no dispute about the fact that the cost- 
of-living index has risen 23 percent and the price of bread has risen 
45 percent during this period, is there? 

Mr. Lavenuin. Well, if bread started from a lower base 

Senator Kerauver. Unlike many other products going into the cost- 
of-living index, such as automobiles, where the cost of steel has risen, 
the cost of your basic ingredient has decreased. 

Mr. Laven. I merely pointed out that, in comparing bases, I do 
not know whether or not beéad prices rose as did those of other prod- 
ucts during that time. I would like to attempt to explain the factors 
that have gone into increasing the price of bread. I can’t explain the 
price factors of other products. First, I think you have to start out 
with the fact that bread is a highly perishable item. Bread is sold 
on a consignment basis, and if the customer does not pick it up it is 
returned as stale. During the period of time under discussion, the 
chainstore bakers entered into the field quite strongly, and as they 
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began to build bakeries they also began to restrict the products which 
the wholesalers might sell. Or if they did not restrict them by not 
handling them at all, they restricted the amount of space the whole- 
salers might have. 

This forced the wholesalers into a line of variety goods which they 
had not been making before. Now, as you increase varieties, your 
stale usually goes up. In the case of our own company we had many 
plants that only made three varieties of bread early in the periods. 

Today, our varieties are far more widespread. Actually we did not 
start our intensive diversification program until about 1951. As we 
did, some of our efficiency factors went down. 

In other words, if you can fill up a bakery capacity with one prod- 
uct, you have maximum efficiency. Every time you add a product, 
your efficiency slips a little. 

The second thing that certainly has affected baking is the tre- 
mendous increase of inside labor costs. We went from a 40-hour 
week in many plants to 38, 3714, and even down to a 30-hour workweek. 
That has cost us money. 

Senator Kerauver. What was the increase in labor costs from 1947 
to 1958? 

Mr. Laveuuin. I will see if we have the actual figures here. Ac- 
tually we don’t keep our records back 10 years. While we are tryin 
to find them, let me go on. The baking industry has always bak 
at night. Baking is traditionally a night operation. But as the 
unions become stronger, they begin to demand night differentials. 
So where we once had no differential between daytime baking and 
nighttime baking, it has gone up to as much as 29 cents an hour. 
That has added greatly to our costs. Then there are the fringe 
benefits that have come in—health and welfare, pension programs, 
holiday pay. 

Formerly, we did not have double pay for holidays because nor- 
mally the holiday for a baker in the production department is the 
day before the actual holiday. But with the growing strength of the 
unions, we began to reach the stage where we had to pay double 
time on holidays. Currently, when we have a holiday week, we 
either don’t make any money or we lose a few dollars. Holidays are 
most costly to us. 

Mr. Dixon. Mr. Chairman, while Mr. Laughlin is on that point, 
you will recall we sent questionnaires to the various national baking 
companies, and received a considerable amount of information. Much 
of it had to do with bread price changes in major cities. 

I think it would be well at this time if we would let Dr. Blair sum- 
marize some of that information. When it is summarized, we will 
have an excellent basis for questioning Mr. Laughlin and getting some 
of these points cleared up. 

Senator Kerauver. Does this have to do with the increased costs of 
labor? That is the point we are on at the present time and I would 
like to get it cleared up. 

Mr. Dixon. Continental has plants at various localities in the 
United States. At those localities it sells bread at various prices. 
Mr. Laughlin is explaining some of the reasons why his prices gen- 
erally are higher. I think we have to get down to talking about 
prices here, there, and the other place to understand his testimony. 
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Mr. Laveuuin. You have taken a price index and I was attempting 
to explain some of the factors that have gone into the rise in the price 
of bread. If you like, I can cover a few other subjects which pertain 
to the rise, or I will be glad to answer your questions. 

Mr. Buiarr. We could just refer to the fact that put into the record 
the day before yesterday was a comparison of changes in cost per 
pound for the Big Four wholesale bakers and the Quality Bakers of 
America. Both show about the same percentage increase in unit labor 
costs, which was around 48 to 49 percent between 1950 and 1958. 

Labor costs, of course, are only one element in the total cost struc- 
trre, yet the price increase in bread itself has been about the same 
-nagnitude during this period. 

Mr. Laveutin. I don’t believe I follow your question. 

Mr. Buair. If you are explaining the increase in price on the basis 
of increase in labor costs, and labor costs represent only one of the 
factors in the total cost, certainly then the increase in labor costs can- 
not have explained all of the increase in price. 

Mr. Laveuuin. Well, I haven’t finished explaining all of the 
factors. 

Senator Kerauver. We have some information about labor costs 
but let’s hear Mr. Laughlin’s explanation of why the price of bread 
has increased. Then we will call on you, Dr. Blair, for an explana- 
tion of the data that has been collected. 

Mr. Laven.in. As we have had this increase in labor costs, we have 
gone into automation to combat it. In other words, when labor costs 
reach a certain point, it pays to install labor saving equipment. But 
when you put in this labor saving equipment, you greatly increase 
your capital investment, which means you increase your depreciation. 

Now, as we have put in this equipment, we have had to enlarge the 
size of our bakeries to house it, and as many of our bakeries are old 
plants, we have had to buy property adjacent to the plant at—well, 
~~ really pay through the nose in buying property. And, of course, 

uilding costs have gone up. 

Senator Keravuver. Mr. Laughlin, you would not install automa- 
tion and you would not build these buildings to cut down labor costs 
unless the overall amount you would spend would be less by doing that 
than it would be by paying the larger labor bill, would you? 

Mr. Laveuuin. That is quite true, but you are asking for the whole 
picture and these factors help explain our costs. They are factors we 
did not have in 1947. I have mentioned that we have diversified. 
That has meant buying pans since, when you put out a new product, 
you have to have a different size, shape and type of pan. Our pan bill 
has gone up about 400-fold, and that is another factor leading to 
increased costs. 

Again, as we have increased wages for organized labor, we have had 
to increase wages for our unorganized workers. As we have put in 
health and welfare programs for the unions, we have had to put in 
group insurance programs and pension programs for our nonunion 
people, which has increased our costs. Formerly, a week’s vacation was 
about normal. Now we give up to 2 weeks’ vacation. That is very 
costly. 

These are just some of the inside cost factors. However, the costs 
that have gone up the fastest have been our costs of distribution. 
This, today, is our greatest worry. Our salesmen used to work prac- 
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tically unlimited hours. That has all changed. Their work week has 
been greatly shortened, which has meant that in many cases we have 
had to put on additional routes to cover the same territory. Now, 
when you put on additional routes, that means buying additional 
trucks. And certainly the price of trucks has more than doubled. 

Our salesmen in many areas have gone from a 6-day operation to 
a 5-day operation. We have had the choice of two things. We could 
drop out a working day—which means a loss in sales and a rise in 
stale returns—or we could put on a swing man. When we put on a 
swing man, the man who was working 6 days a week gets the same 
pay—and, in fact, usually gets an increase—for working 5 days, so 
that with the increase of an additional man on the route there is an 
automatic increase of, I think, 1624 percent plus all of the fringe 
benefits which accrue to the extra man. 

Next, as we have gone into variety goods, we have had to step up our 
advertising budget. You can’t bring out a new product and say to 
the chainstores, “Here is a new type of bread or a cinnamon roll.” 
They immediately ask, “What advertising support do you have behind 
it?” If you have none, they are not going to stock the product. And 
if you don’t sell the chainstores today, it is difficult to do business at 
all because they control such a vast amount of the retail field. As a 
result, with the increase in varieties, we have had an increase in 
operational expenses, plus an increase in advertising expenses. One of 
the things we have been attempting to accomplish is to negotiate some 
of these problems with the unions, and to point out the fact that we 
are confronted with costs which are making it difficult for us to 
compete. 

There is another factor which people seldom think of. Bread is 
bulky and in distributing bread on our trucks we don’t get as high a 
dollar volume per truck as do producers of many other food products. 
One hundred pounds of bread will take up five or six times as much 
space as 100 pounds of potatoes. This weight factor is an important 
part of the cost of distribution. 

Mr. Cuumpris. Mr, Laughlin, on the salary and the commission that 
you pay the driver of the trucks for distribution, do you classify that 
as a distribution expense or as a labor expense ? 

Mr. Lavounin. A distribution expense. 

Mr. Cuumprts. And even though you have union contracts with the 
drivers, you classify them in distribution rather than—what do you 
classify as labor? 

Mr. Laventrn. Distribution includes labor, too. When we are fig- 
uring our distribution costs, we include the cost of operating a truck, 
and the cost of the route salesman’s salary and commission. 

Mr. Cuumpris. I mean, in your books in breaking down the classifi- 
cation, for instance, you have materials so much money, labor so much 
money. Now, when you have labor, do you include the salary and 
commission of your drivers or do you consider labor only the people 
who work in the various plants? 

Mr. Laventin. I don’t know what particular charts you might be 
referring to. We usually break down our costs into what we call 
“cost-to-door manufacture,” which is our inside manufacturing cost, 
and our selling cost or our cost of distribution. Labor is involved in 
both categories. We have an inside cost, and we have an outside cost. 
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Our outside costs of distribution have gone up faster than our inside 
costs of manufacturing. 

Senator Kerauver. The point is that they are all classified under 
labor in your costs. That is, a truckdriver or a man working inside 
the bakery, they are both considered labor. 

Mr, Laven. Yes; but there are selling costs and there are manu- 
facturing costs, and we attempt to separate the two. 

Senator Keravuver. Are there any other items you wish to speak of, 
Mr. Laughlin, as to the reason for the increase in the price of bread ? 

Mr. Lavenuin. Another factor is the great increase in the cost of 
accidents. When you operate many trucks on the road, as much as you 
try to prevent accidents, they still occur. And accident cost awards 
have gone away up. 

Senator Krrauver. You mean the insurance rates have gone up ? 

Mr. Laveniin. Our type of insurance is on a cost-plus basis. We 
don’t simply buy insurance and get complete protection. ‘Then, too, 
as the gasoline tax has risen, the cost of operating trucks has gone up. 
Another factor is stale returns. Since 1947, the American Institute 
of Baking has had a grant from the Government to see what they 
could find out. about. the staling of bread. Its scientists couldn’t find 
out the cause of staling, although they did discover some pertinent 
factors which slowed it down. One of the things they found was that 
keeping bread at a constant temperature retards staling. Formerly, 
we didn’t heat our garages. We had to put heat in all of our garages, 
and in our depots as well. We also found that we had to protect the 
temperatures of bread in our trucks. This meant putting oversized 
heaters in our trucks to heat the inside truck body. What is more, we 
had to insulate our trucks to keep the temperature down in the sum- 
mer. All this tended to increase costs. 

Again, when you talk about the price of bread having gone up, I 
do not know whether your figures include the new premium breads 
which have come on the market or not. A good many companies have 
gone into the premium bread business, and that, of course, would raise 
your pricing structures. 

Wrapping material costs have gone up almost as much as the price 
of flour tes gone down. There is one thing I noticed in a little pam- 
phlet put out by the Department of Agriculture which I would like 
to me to you. It says: “Even if the farraer had donated his wheat, 
white bread would still have cost the consumer about 17 cents per 
loaf in 1958.” 

I am sure that you are acquainted with this. If not, I will be glad 
to enter this into the record. 

Senator Kerauver. Yes; we have a copy of it. 

Mr. Laventin. Other things have entered the cost picture. There 
is no one thing you can put your finger on that adds up to the big cost. 
We did not used to provide our bakers with uniforms. They were 
provided by the people themselves. Now, in practically all cases, they 
are provided by the companies. In many cases we have to provide for 
the laundering of them. These are all additional factors which enter 
into the picture. 

Actually I would say that if we have any problem at all, it is this— 
that we are getting more competition all the time. Theoretically, 
competition reduces prices. But as competition increases, it becomes 
more difficult to make a profit. 
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Senator Kerauver. Mr. Laughlin, one question and then we will 
get some statistics into the record. Mr. Graf, for the Quality Bakers 
of America, testified the day before yesterday that between 1947 and 
1958 stale losses per 100 pounds in the operation of the companies in 
his cooperative have gone up by 707.7 percent. What is your com- 
parable figure ? 

Mr, Laveuttn. I don’t have the actual figures, but I will say that 
our stale has more than doubled. I wonder if Mr. Graf was talking 
percentage sales or dollars? Was he referring to the percent of increase 
or the dollar increase ? 

Senator Kerauver. He is talking about the percent of increase. 

Mr. Laventin. Our percent of increase has not gone up that high. 

Senator Keravuver. Can you tell us what it is? 

Mr. Laveuutn. I would say our percentage increase has about dou- 
bled. It has gone up about 100 percent. 

Senator Kerauver. What was it, for instance, in 1947 ? 

Mr. Laven. I don’t have those figures. I would be very happy 
to see if we can dig them out of our records. I am not sure we even 
have records going back that far showing these details. 

Senator Kerauver. Can you get us the figure for 1947 and the figure 
for 1958? If you can’t furnish it now, you might supply that for the 
record. 

Mr. Laueutin. I will see if I can get that. I also want to stress 
that we look upon each bakery as a separate proposition. I mean we 
figure profit and loss on each bakery, and each one has a manager who 
has the responsibility of operating that plant. However, I will see 
if I can get the information. 

Senator Kerauver. We understand that, but he had grouped all of 
his members together and you group all of your plants together. 

Mr. Laueutin. I will see if we can get that information. 

Senator Keravuver. What is done with this stale bread ? 

Mr. Laucuurn. We operate return-goods stores and we are able to 
sell practically all of it through them. 

Senator Kerauver. At a lower price? 

Mr. Laveuiin. At a lower price, yes; but we are able to sell all 
except damaged goods. If the merchandise comes back to the 
bakery without the package being broken, by and large, we are able 
to sell it through our return-goods stores. 

Senator Kuravver. Dr. Blair, do you have some charts which you 
ome to submit at this time and which we might ask Mr. Laughlin 
about ¢ 

Mr. Buatr. Yes; I do. I imagine, probably, since it would fit in 
better with the topic that has just been discussed, we should first put 
into the record information concerning certain price increases by the 
major bread companies. We don’t have this information, sir, on 
charts. In fact, the information just arrived a few days ago from the 
companies. But in Seattle, Wash., for example, on August 11, Con- 
tinental raised its price, and on the same day Langendorf raised its 
prices, according to the information furnished to us by both companies. 

Now, in the material that was submitted by your company to us, 
Mr. Laughlin, there are several memorandums concerning this price 
increase in Seattle. Apparently the first was a memorandum dated 


August 8 from R. H. Richards, manager to Mr. Jack Goldie, regional 
manager, stating: 
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As of Thursday, August 7, our competitors in the Seattle area increased the 
price of their bread. In order to meet the rising costs we have at the present 
time, we are raising the price of our bread August 11 in order to meet the com- 
petitive situation. 

Then there was a memorandum on August 11 from Mr. Jack Goldie 
to the regional manager, Mr. W. R. Shack, director of cost statistics, 
stating : 


On Thursday, August 7, our competitors adjusted their prices in the Seattle 
area as listed on the supporting data. As of today, August 11, we are adjusting 
our prices to meet that change. 

Senator Kerauver. What year is he talking about ? 

Mr. Buatr. 1958, sir, last year. 

And then here is a memorandum apparently from you to Mr. Goldie: 

This is our approval of the price increases effective August 11 as listed in 
carbon copy of letter to you from Seattle Wonder under date of August 8. 

As could be brought out from other memorandums of your com- 
pany, this phrase “raising prices to meet the price of our competitors” 
or “to meet the price advances of our competitors” is found time and 
time again. 

Mr. Dixon. Mr. Laughlin, will you explain that ? 

Mr. Laveuuin. Yes, I can explain in general. I can’t explain this 
articular price movement in Seattle but I can explain what generally 
appens in the baking industry. 

Mr. Dixon. Keep this in mind while you explain that: Give us the 
explanation of how you are meeting competition when your prices 
go up. 

Mr. Lavenuin. Here is what probably occurred. As I said, I can- 
not keep abreast of each market in the United States, but this is gen- 
erally what occurs. No baker raises the price of bread until he feels 
that his costs are such that he just can’t keep his price down any 
longer. 

Now, when a competitor raises his price, you have a choice. If 
you don’t meet the raise—and when I say “meet it,” I am talking 
about raising your own price—the competitor is going to cut back. 
If some competitor raises the price of bread, and you keep your price 
down, he has no choice but to cut back or he will go out of business. 
That shows how competitive this business is. We can’t sell bread at 
a penny more than any other major wholesaler and stay in business, 
and he can’t get a penny more than we can and stay in business be- 
cause the public won’t pay that extra penny. 

Mr. Dixon. You can do it, though, in different localities. 

Mr. Laveuiin. You are always meeting local competition. 

I don’t know of a local market in which we are operating where the 
price of our bread is a penny higher than the competition. 

You can’t look upon baking as a national business. It is a local 
business and it varies from town by town. 

Mr. Buair. Does that mean that if competition in a particular town 
is not. very vigorous you may have a high price there and if it is very 
vigorous in a distant town you may have a low price there? 

Mr. Laveuuin. Generally speaking, we meet the price of outlying 
bakers. In talking about this, I assume you have reference to mar- 
kets outside of the one in which our bakery 1s located. 
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Mr. Drxon. Dr. Blair read to you an example in Seattle. In the 
memorandum which he prepared there is an example as to San Fran- 
cisco. In San Francisco on June 11, 1956, you raised your price from 
16.7 to 17.4, and on August the 18th—— 

Mr. Laven. Let me have these figures. 

Mr. Dixon. In 1956 Langendorf and Campbell Taggart both raised 
their price from 16.7 to 17.8 cents per pound. 

Mr. Laveniin. Do you want to give me those figures again and 
those dates ? 

Mr. Drxon. On June 11, 1956, you raised the price per pound of 
white bread from 16.7 to 17.4 according to the information which we 
received from the other major wholesale bakers, Langendorf and 
Campbell Taggart on August 13, 1956, raised their price approxi- 
mately to meet yours. They went to 17.8. In that example you were 
the leader. In the example that Dr. Blair first read to you in Seattle, 
you were the follower. Now, give us your explanation of that sit- 
uation. In other words, in one city you go up to meet someone else’s 
price and in another city you lead and they come up to meet yours. 

Mr. Laven. Well, I think that is very simple. We undoubted] 
felt in San Francisco that we had to get more money for our bread. 
We raised the price. If our competitors did not follow we would 
have had no choice but to cut back. Our bakery manager has to ar- 
rive at this price increase independently. If he has decided he has 
reached the stage where he has to get more money for his bread, he 
is going to raise. But he knows all along that if the competition 
does not raise with him he is going to have to cut back. 

Mr. Dixon. You don’t want to leave the impression that your inde- 
pendent plant managers have the right to make a major price change 
without your approval, do you? 

Mr. Laveuttn. No, but they make the recommendation. They ar- 
rive at the conclusion in conjunction with our regional manager. That 
is about 99 percent of it. As a matter of control they take up the 
raise with the general office, but they are on the battlefield, on the 
firing line. Our managers are responsible for the operation of our 
bakeries. 

Mr. Dixon. Let me give you one other example in San Francisco. 
The first example in San Francisco was in 1956. In the next price 
change there on June 12, 1958, Langendorf raised the price of a 
1-pound loaf from 17.8 to 18.8. The very next day, on the 13th day of 
June 1958, you, Continental, and Campbell Taggart, raised the price 
identically from 17.8 to 18.8. How do you find out about these things? 

Mr. Laucututn. To start with, if our competitors raised the price 
on that date, I would imagine that we would know about it a week in 
advance, or 3 or 4 days in advance, because they would have to notify 
the chainstores. You can’t go out and raise the price of bread in a 
day. And when there is a raise in the price of bread, it is not unusual 
for the chainstores to call you and say “We have a notice of a price 
increase from a certain bakery. What are you going to do?” 

Mr. Dixon. Dr. Blair may have some correspondence on that 
matter. 

Senator Kerauver. Let me ask about this second example in San 
Francisco, Mr. Laughlin, where Langendorf raised its price and you 
and Campbell Taggart followed the next day. You want to get all 
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the business you can, don’t you? You testified that you can operate 
more efficiently and at lower cost if you have more volume. 

Mr. Laveuuin. That’s right. 

Senator Keravuver. Instead of following the leader as you did in 
that case by going up a cent per pound a loaf, wouldn’t you get more 
business if you retained your lower price? 

Mr. Laueuurn. Yes; we would. But Langendorf wouldn’t stay up 
if he was the one who raised. He would be forced to cut back. Now 
that is the problem our managers and our regional managers are con- 
sidering. If they decide we can retain the old price, they are not 
going to raise because we also have another problem which worries 
us more than anything else, and that is the price spread between our 
bread and chainstore bread. We know very well if our price of bread 
gets too high we are going to lose unit volume. 

Senator Krerauver. Apparently, in this second case you had not 
reached the point where you felt you should initiate a price rise. You 
must have been satisfied with the price you were getting of 17.8 cents. 
I don’t suppose you are particularly interested in the success of 
Langendorf in San Francisco. 

Mr. Laventin. What is that, sir? 

Senator Krravuver. I say, I don’t suppose you are particularly inter- 
ested in how much business they do. 

Mr. Laveuttin. Well, I would say that I don’t know of any business 
that is any more competitive than the baking business. 

Senator Keravuver. Since you had not thought it necessary to initiate 
a ag increase, why didn’t you just keep your old price? 

r. Laventin. Let me come back to my previous statement. We 
knew that if we did not raise the price, our competitors’ bread would 
come back down. Undoubtedly, our costs were such at the time that 
we felt the need for getting more money. I think everybody drags 
his feet on raising the price of bread just as long as he can. 

Senator Kerauver. You didn’t wait but 1 day to see whether they 
would come back down or not. You raised your price the following 
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day. 

Mr. LauGuuin. Senator, we have been in this business quite a few 
years, and there are certain things that always take place. We know 
very well that we cannot stay in business at a higher price than our 
competitors, and we also know the competitors can’t stay in business 
at_ a higher price than ours. I wish that I could flatter myself by 
saying that we have enough of a franchise on the market so that the 
public would pay us a higher price for our bread. That would make 
me very happy. But, unfortunately, history has not borne that out. 

Mr. Buair. Mr. Chairman, I have a few other examples of this type 
of correspondence, and I would like to just read a few of them and 
then have the rest of them put in the record. 

Senator Krravver. Allright. We will put all these exhibits in the 
record. 

(The documents referred to may be found beginning on p. 6599.) 

Mr. Buarr. Referring to Cincinnati, on February 26, 1957, a mem- 
orandum from C. H. Dorsey, manager to Mr. William R. Shack, 
stating: 

On February 25 the following-listed bakeries raised prices on bread products 
in Cincinnati— 
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and he then names them and gives the varieties and new prices. He 
then says: 


After discussing this with our regional manager, Dale Kinney, it was decided by 
us to raise our prices to correspond to the above on February 26, 1957. 


And on March 15 a memorandum was sent to Mr. Kinney stating: 


This is to approve the price adjustments outlined in the letter from Mr. Dorsey 
to Mr. Shack dated February 26. 

Now I could cite numerous examples of the same thing where what 
is given in the way of explanation is that “it is necessary for us to raise 
prices to meet competition.” : 

Mr. Dixon. How did that phraseology come about in your company, 
Mr. Laughlin? That is rather strange phraseology—that you are 
meeting competition when you meet a higher price. Do you have any 
recollection as to how it came about 4 

Mr. Laveutin. Mr. Dixon, I have only been in this business since 
1919. The expression was in effect when I started in business in 1919. 
I honestly couldn’t say who coined the expression. ; 

Mr. Dixon. Do you consider it competition when you go to a higher 
price from a lower price? : 

Mr. Lavcuutn. You are meeting a competitive price, whether it is 
higher or lower. It isstill a competitive price. There are cases where 
we have raised the price of baie and our competitors did not follow 
and we have had tocut back. We have also had the reverse. We have 
had cases where competitors raised the price and we did not follow and 
they have had to cut back. 

Mr. Brair. Mr. Roger Blough, of United States Steel, testifying be- 
fore this subcommittee, stated that in his viewpoint competition existed 
only when different sellers were selling at the same price. Is that 
your view of competition ? 

Senator Keravuver. He said that was the ideal kind of competition. 

Mr. Laveutin. I will say that the steel industry is one thing and the 
bread industry is another. As I have stated before, we cannot get a 
penny more than our major competitors, and if any of you gentlemen 
could teach me how to do it, I would certainly appreciate it. 

Mr. Buair. In none of these instances—we have a dozen cities here— 
can we find a case where when another company has raised its price 
you have held your price constant in order to find out whether or not 
the other company would come down and meet your price. 

Mr. Laventrn. You may not have that in your record, but that 
has actually occurred, and it has occurred to all companies. A few 
years back this occurred in St. Louis where compet itors—— 

Mr. Brarr. When is the last time that your company refused to 
go = with a price increase instituted by others in any major 
center ¢ 

Mr. Laveutin. I don’t recall that. St. Louis is the last I recall. 
It was 3 or 4 years ago. I can take the reverse of it. Within the 
last year we raised the price of bread in Des Moines, Iowa, and com- 
petition did not follow and we had to cut back. 

Mr. Buarr. We will come to the Des Moines situation in a little 
while, sir. 

Mr. Laveuturin. You asked the question. 
Mr. Buair. That is correct. 
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Mr. Laventin. Now you mentioned Cincinnati. I would like to 
explain that we do not have a bread bakery in Cincinnati. Our bread 
is Hhaked in Dayton. We have a cake plant there, but it is more of 
a depot or agency set up. ° 

Mr. Drxon. But you do have a bread plant in San Francisco? 

Mr. Laveuuin. Yes. 

Mr. Buatr. You have one in Seattle? 

Mr. Laveuuin. Yes. 

Mr. Brarr. Chicago? 

Mr. Laventin. Yes. Now I would like to explain another thing 
which often happens. When a competitor raises the price of his 
bread, it is not unusual for the grocer to raise the retail price of all 
bread, whether other bakers have raised the price or not. Again, if 
you do not raise your price over the period of time the grocer is going 
to push the loaf of bread on which he makes the most money. In 
these cases the consumer does not benefit. This is not universally 
true in every single store, but I would say that the majority of stores 
are inclined to raise the retail price of all bread when one baker moves 
his price up. If grocers can take advantage of the larger margin of 
profit, they are going to do so. 

Mr. Dixon. You don’t think they are interested in selling more 
bread ? 

Mr. Laveutin. I can only tell you, Mr. Dixon, what happened. 

Mr. Buatr. Mr. Laughlin, in Portland, Oreg., since 1953 there were 
five instances in which Continental and Langendorf raised their prices 
and in four of those the price increase was on exactly the same day. 
Now how did you know that Langendorf was raising its price, which 
you say you had to meet, when its price increase did not go into effect 
until the same day as yours went into effect ? 

Mr. Dixon. In order to refresh your recollection, the first example 
occurred on July 20, 1953. The second one occurred on July 26, 1954. 
The third example occurred on June 11, 1956. The fourth example 
occurred on August 18, 1958. There was another example, where you 
led by 7 days, which occurred on July 15, 1957, and the other com- 
panies followed you on July 22. The other four examples that Dr. 
Blair points out to you were identical price increases on the same day, 
sir. How do you explain that? 

Mr. Lavenn. I can only imagine or surmise, but I would suspect 
that if we decided to raise the price of bread, we first notified the 
chainstores. We are in contact with our chainstore customers prac- 
tically every day, as is every other competitor. We have to give 
chainstores notice of a price increase in advance. We don’t just come 
out on Monday and say, “We have raised the price of bread,” because 
sale of our products in chainstores is authorized at a certain price. 
Sale of our products is not authorized on a basis of, “Whatever your 

rice is, we will take them.” Different cities and different chainstores 

ave different periods of time for notification. If one of our sales- 
men went in to notify a buyer that the price of our bread had gone 
up, I would make a very strong guess that the next time our com- 
petitor was in there he would say: “I have a notice from Continental 
that they have raised the price of bread. Are you making any 
change?” 
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Mr. Drxon., Is it also possible that it might have happened like 
it did in Memphis, where the companies got together and talked 
about it ? 

Mr. Anpverson. I object to that. That is not the case at all. 

Mr. Dixon. Didn’t that happen in Memphis, sir ? 

Mr. Laueuurn. May I answer that ? 

Mr. Dixon. Yes; I wish you would. In Memphis, Tenn., you were 
convicted by a jury in a criminal case and fined. One of your plant 
managers, according to my recollection of the record, was a partici- 
pant in the meeting. Now is it possible that that might have hap- 
pened in Portland, Oreg. ? 

Mr. LavuGuHuin. a tk we did not plead guilty. We do not 
feel we are guilty. That case is under appeal. The appeal has not 
been decided, and I hardly think that a statement can be made that 
we are guilty until the final case is settled. 

Mr. Drxon. All I can say is that the jury found you guilty. 

Mr. Faunce. But the case has not been terminated. It may be re- 
tried. We may be found not guilty. 

Senator Kerauver. What was the plea in the case ? 

Mr. Laveuin. Not guilty. 

Senator Kerauver. Where is the case now? 

Mr. Faunce. The circuit court of appeals. 

Mr. Drxon. Mr. Chairman, I would like to read part of that rec- 
ord. This is part of the testimony of Wayne Grout of Campbell 
Taggart on page 197 of the court record. 

Mr. Anverson. Don’t. you think we should have a chance to see this 
before you read it into the record ? 

Mr. Drxon. This is a public document, since it is a court record. 

Mr. Anperson. It is a case that is under appeal now. I don’t think 
that it is proper to discuss a case that is now on appeal to the circuit 
court of appeals in a Senate committee hearing. This isn’t a time 
when we can discuss our defense in that suit. It wouldn’t be proper 
for us to do so. 

Mr. Faunce. It is entirely unfair, we think, for the committee to 
raise this question on a matter that is under litigation before the 
courts. 

Mr. Dixon. This is a sworn statement. 

Senator Krrauver. We are not asking you whether you are guilty or 
not guilty. As you say, the case is on appeal, but this is a sworn 
public record in the district court. Mr. Dixon, read what you wish 
and we will see what the pertinency of it is. 

Mr. Anperson. If you are going to read part of the record, you 
would have to read the entire record from the trial, and Mr. Laughlin 
would feel constrained to answer what is put on there. I don’t feel 
this is a proper place to do it. We will have that opportunity when 
we appear before the court of appeals, Senator. 

Mr. Drxon. Mr. Chairman, this record is a part of the committee 
files. I wouldn’t suggest that you put the whole record in these hear- 
ings, but I would suggest that these pertinent parts be included. 

Senator Krrauver. We will make the entire court record an exhibit 
as part of the committee files. Any part of it that counsel may want 
copied into the printed record will be included, but read from the 
document, Mr. Dixon, and we will rule on the matter. 
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Mr, Dixon. Again I state this is the testimony of Mr. Wayne Grout 
of Campbell Taggart, during his examination in court. He was asked 
the question: “Weren’t you there at a meeting with some of the de- 
fendant competitors?” He replied, “Yes, sir.” He was then asked, 
“And who were they?” In his answer, he names them: “Mr. Hollis 
Sims, Continental Baking Co.; Mr. Hartzog, who at that time was 
operating a bakery in Paducah, Ky., and Mr. Kirchof of Paducah, 
Ky. ; I believe that was all that was there.” 

Question: “Was the representative from Myers Bakery there?” 

He said, “I don’t remember, sir.” 

Question : “That meeting was held where in Dyersburg?” 

He said, “The Cordell Hull Hotel.” 

He was also asked : “Did you not, Mr. Grout, attend two meetings in 
Dyersburg, Tenn., with your competitors with regard to a price 
situation there?” 

He said, “Yes, sir.” 

He was asked: “The first mee.ing as reflected by Government ex- 
hibit there was on May 28, 1956, was it not?” 

He said, “Yes, sir.” 

Question: “And Government exhibit 28, does that refresh your 
memory as to when the second meeting occurred ?” 

He said, “On June 29.” 

Question : “19502” 

He answered, “Yes, sir.” 

This testimony directly shows, sir, that a witness under oath ad- 
mitted. he was at a meeting in Memphis, Tenn., where prices were 
discussed. 


Senator Kerauver. You can comment on that, or not, as you wish, 
Mr. Laughlin. 

Mr. Laveuin. I was not at the meeting, sir, I would have no way 
of commenting. 

Mr. Buatr. Mr. Chairman, I will just finish this line of discussion 
by pointing out that there are a number of other instances among those 
for which we sought information in which exactly the same a 


occurred that took place in Portland; namely, Continental and one or 
more of the other major bakers raising their prices on the same day, 
not one following and the others leading. That happened in New 
York City, a case which you will recall, Mr. Chairman, was called to 
our attention by Senator Monroney of Oklahoma, who had made 
previous inquiry into bread pricing. 

On February 11, 1957, General, Ward, and Continental raised prices 
in New York City. In Seattle, Continental and Langendorf raised 
their prices between 1953 and 1958 on five separate occasions, and in 
each case the increase was effective the same day. It might be inter- 
esting in connection with all of those price increases that have taken 
place in Seattle and Portland to note that the price of bread in the 
oan Northwest, according to the BLS, is the highest in the United 
States. 

In Detroit, Continental and Ward raised their price on November 
23. 

Senator Kerauver. What is the year? 

Mr. Briar. 1954. And again in 1956 Continental and Ward raised 
the prices on the same day. 
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There are other examples. Now I take it that we are to understand 
that this happens because—take the Seattle case—both Langendorf 
and Continental independently decided, owing to rising costs, that a 
price increase was necessary, and each independently notified the chain- 
stores at about the same time. Each was thus independently apprised 
of the fact that the other was going to raise its price, and it came about 
that both independently raised their prices-on the same day. 

Is that your explanation, Mr. Laughlin ? 

Mr. Laueuuin. It is not. 

Mr. Brarr. What is your explanation ? 

Mr. Laveuuin. I have explained it once. 

Senator Kerauver. Mr. Laughlin’s explanation was that if one com- 
pany were going to raise the price, it would tell the chain. 

Mr. Buarr. That is what I said. 

Senator Kreravuver. And the salesman of the other company would 
come there and the chain would tell him? 

Mr. Lavenin. I would like to supplement that, too, Senator 
Kefauver. 

No man decides on the spur of the moment to raise the price of 
bread. He has been studying it for some time, Now when a com- 
pany, whether it is our own or any other, decides to raise, it also noti- 
fies its sales organization. Its salesmen know in advance that the 
price of bread is going up. These salesmen talk to their better cus- 
tomers about it. The surprise element which Mr. Blair mentioned is ~ 
certainly not a surprise, because if any of your competitors are going 
to raise the price of bread your salesmen know about it several days in 
advance. 

Senator Krrauver. How do they know about it, Mr. Laughlin? 

Mr. Laveuitn. Each salesman has 40 or 50 customers. I am sure 
he has told most of them of the raise. The customers then ask our 
salesman, “I understand that Langendorf is going to raise the price 
of bread on Monday. Is your company going to do anything?” 

Our salesman, of course, reports this back to management. 

Senator Kerauver. What is the process of raising the price? You 
have a salesman, say, in Seattle where you and Langendorf raised the 
price the same day. Who has the authority to raise the price? 

Mr. Laveuiin. The manager would discuss the matter with the 
regional manager. 

Senator Kerauver. Where was the regional manager in that case? 

Mr. Laueuurn. In San Francisco. 

Senator Krrauver. They would discuss it on the telephone, I take 
it? 

Mr. Laveuttn. That’s right. 

Senator Kerauver. And then what happens? 

Mr. Laueutin. By and large he would take it up with our general 
office. 

Senator Krravuver. In Rye, N.Y.? 

Mr. Laventrn. In Rye, N.Y.; yes. 

Senator Keravuver. And get approval for it? 

Mr. Laveniin. He would call in and talk to any of several people. 
We are watching costs. In our general office and in every office we 
have a weekly sheet which shows our costs to door. We know what our 
selling costs are. 
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Mr. Drxon. By plants? 

Mr. LaveHuin. By plants. I want to again emphasize that each 
plant is just as separate as it can be. Our manager operates it. He is 
responsible for the profit, and we have a complete profit and loss state- 
ment by bakeries. 

Mr. Dixon. You don’t mean by that that you allow him to buy 
material; do you? 

Mr. Laveuuin. No. 

Mr. Dixon. Do you mean by that that you allow him to negotiate 
labor contracts ? 

Mr. Laucuurn. He is a part of it. 

Senator Keravuver. Mr. Laughlin, one thing we ought to make clear. 
You are talking about costs and you say that you have to raise prices 
occasionally because of increasing costs. Do you figure that on a 
plant-by-plant basis? 

Mr. Lavueutuin. Plant by plant. 

Senator Keravver. Or do you figure it by pooling all of your plants 
together ? 

Mr. Laveuurn. What occurs in one plant has no bearing on another 
plant. Each plant stands on its own hindlegs. 

Senator Krrauver. You have talked about the increase in the price 
of bread in San Francisco and Seattle. According to a chart we have 
here from the BLS, at the beginning of 1958 the average retail price 
per pound in San Francisco was about 25 cents. In Seattle it was a 
little more than 23. Then at Portland it was a little less than 22, at 
Los Angeles a little less than that. Then coming back to the east 
coast, in Washington it was just a little more than 18 cents. At 
Cleveland it was about 20 cents per pound. 

Do you mean that in your plants in San Francisco and Seattle, 
where you were getting 25 and 23 cents per pound, respectively, the 
costs were that much higher than they were in these other cities? 

Mr. Laveuutn. Seatile, and the west coast in general, has our 
highest labor costs in the country. Employees work the shortest hours. 

Then, in considering prices, we are constantly keeping one eye on 
the prices of the chainstores. I might add that on the west coast 
the grocers themselves take a larger margin of profit than they do in 
Washington. In Washington your grocers take approximately 2 cents 
profit. Out there they take 4 and sometimes as much as 5 cents profit. 
This makes a difference, because you are talking retail prices. The 
chainstores in this area get a lower price than do those on the west 
coast. As far as we are concerned, our problem is to not allow the 
spread between our prices and those of the chainstores to become too 
great. 

Each plant, as I said, is separate. We have a higher flour cost on 
the west coast. That, in itself, doesn’t account for the whole change. 
There are a series of things. As I said, we take a complete profit and 
loss on each bakery and attempt to operate it as a separate bakery. 

Senator Kerauver. I suppose you actually operate some bakeries 
at a loss? 

Mr. Laveuun. Not if we can help it, no, sir. 

Mr. Drxon. The profits on some plants must be higher than on 
others? 
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Mr. Laucuttin. That is bound to be true. 

Mr. Dixon. Mr. Chairman, Mr. Laughlin has made reference to the 
necessity faced by companies such as his of meeting the prices of chain- 
stores because of the very vigorous competition with chainstores 
for the sale of bread. In his statement he noted that according to the 
1954 census, around 7 percent of the total shipments of all bread and 
bread-type rolls are produced by bakeries owned by chainstores. Then 
he said that he felt that this percentage has risen since 1954 to about 
20 percent. 

gonstor Kerauver. Wasn’t that presented by Mr. Graf? 

Mr. Buair. No. Mr. Laughlin, sir, has a statement that he feels it is 
about 20 percent now. Mr. Graf said it had increased by 50 percent 
in terms of total dollar value. Our best calculations taking the 1954 
census as a base and adjusting that base for the changes in bread 
production and bread prices and then applying to it the 50-percent 
increase in the dollar value of sales made by bakeries owned by 
chainstores, given to the subcommittee by Mr. Graf, gives us a figure, 
not of any 20 percent done by the chainstore bakeries but of 8.6 
percent. I would like to have this memorandum put into the record. 

Senator Kerauver. Without objection. 

(The document referred to may be found on p. 6550.) 

Mr. Buatr. Of course, Mr. Laughlin has a right to comment on it. 

Senator Krrauver. You quote experts as saying that chainstores 
bake about 20 percent of all the white bread sold. What experts are 
those, Mr. Laughlin ? 

Mr. Lavauiin. We have used Dr. Slater who has made a study of 
the baking industry. We have also compiled figures ourselves. We 
attempt to estimate the amount of sales of the chainstores in cities 
that we do business in. Then we try to keep a record of the trend 
of increase that they have shown. We attempt to ascertain—you 
can’t do it completely—through supplier companies. You will note 
that I have stated that we believe the chains bake about 20 percent 
of all white bread. 

Many of the chainstores have nof gone into the variety baked goods 
business as much as we wholesalers have. In other words, in many 
cases we have put out variety baked goods because we could sell them 
to the chains when we have difficulty selling them our white bread. 

Senator Krrauver. Dr. Blair, does this memorandum of yours re- 
fer to white bread or to all types of bread ? 

Mr. Buatr. It refers to real and other bakery products. It in- 
cludes bread and rolls. The census does not differentiate between 
bread and bread-type rolls. However, as Mr. Graf brought out the 
day before yesterday, and as is also indicated by the 1954 census, the 
chainstores produce more of the sweet goods proportionately than 
do the wholesale bakers. 

Mr. Dixon. Mr. Chairman, while we are on that same point, Mr. 
Laughlin has repeatedly referred to the fact that in given localities 
his company is particularly disturbed about the prices that the chain 
grocery stores charge. 

(At this point in the proceedings, Senator Carroll entered the hear- 
ing room.) 
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Mr. Dixon. We have had the staff prepare a price comparison with 
the chainstore retail prices by cities from September 1, 1958. The 
source of this information was the price information that you fur- 
nished to us for your company, Continental. For the retail chain- 
stores we relied upon the prices that were quoted in the Anheuser- 
Busch national bread survey. As I understand it, Dr. Blair found 


those prices to be substantially correct by comparing the informa- 
tion submitted to us. 


Mr. Buatr. That is correct. 


Mr. Dixon. I point out to you, sir, that in the comparison of your 
various prices with the prevailing chainstore and retail prices, in 
Des Moines, for example, your wholesale price on September 1, 1958, 
for a 1-pound loaf of bread, was 12.3. The prevailing retail price 
was 15.6. ‘The prevailing chainstore price was 15 cents. 

There are many cities where this certainly does not occur or where 
the price is nowhere near that level or that identical. For instance, 
in Waterloo, Iowa, your wholesale price was 16.4 cents. The pre- 
vailing retail price was 20.5. The prevailing chainstore price was 15. 
In Utica, N.Y., your wholesale price was 18.4. The prevailing re- 
tail price was 22.6. The chainstore retail price was 16. 

How do you explain those differences ? 

Mr. Laventr. In some areas your chainstores are selling bread—I 
can’t prove they are selling it as a loss leader, but their prices are quite 
low. We are attempting to sell bread as low as we can and still make 
a profit. Des Moines, Iowa, is an exception in the sense that there 
has been a hassle going on out there which was actually brought on by 
an independent baker bringing bread into town at a very cheap price. 
As for the differentials, sometimes the chainstores get into a battle for 
value and they may have cut their price of bread at the time a survey 
was taken—after all, surveys are taken on a particular week. The 
chains may have been running bread as a special that week. We can’t 
fluctuate up and down in price as can the chainstores. 

Mr. Dixon. Let me point this out to you, sir: As we understand it, 
the chainstores have regional retail prices. In Des Moines, your 
wholesale price was 12.8, the retail price was 15.6. In Dayton, Ohio, 
your wholesale price was 15,the prevailing retail price, 17.9. In In- 
dianapolis, Ind., your wholesale price was 15.2, the prevailing retail 
price was 18.4. In Davenport, Iowa, your wholesale price was 15.5, 
the prevailing retail price, 18.4. 

There are 13 examples here, sir, of where your wholesale price 
varies and the prevailing retail price varies while the prevailing 
chainstore price is identical. What is your explanation for that? 

Mr. Laventin. Each bakery operates on its own. There is no con- 
nection between the wholesale or retail price of one of our bakeries 
and that of another. 

Mr. Dixon. But your testimony was that you are particularly dis- 
turbed about the chainstores’ prices. 

Mr. Laventin. We are. 

Mr. Dixon. But you cannot be very disturbed if you can have the 
8 different prices that are represented in this group of 13 examples, 
can you, sir? 

Mr. Laventrin. It varies by areas. I don’t know offhand the 
strength of the chainstores in some of these areas. In some places 
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we are operating on an awfully close margin. It is just impossible 
for me to know the details city by city. 

Mr. Buair. From an economist’s point of view, if the chainstore 
price was the determinant price which you really had to meet, as cer- 
tainly one would infer from your statement, then it is very difficult to 
understand the variations that exist in your company’s price above the 
chainstore price. There are some places where you just practically 
meet it as at Des Moines, and other places where you are over 5 cents 
higher than the chainstore price. Now, the chainstore price in the 
latter instances can hardly be the determinant price. 

Mr. Lavenuin. Mr. Blair, if I said that we had to meet the chain- 
store prices, that was a misstatement. I said I was concerned about 
the spread. It was a misstatement if I said that we meet chainstore 
prices, because we can’t. Their cost of distribution is decidedly lower 
than ours. They deliver bread in huge trucks. ‘These trucks often 
carry other merchandise. We have a truck to deliver baked goods. 
They have a truck that may deliver beans and peas, and what have you. 
Whether or not they charge out their costs of distribution on a weight 
basis, I don’t know. Some of them, we understand, do. You can 
readily see that if, in a huge van, bread is charged out on a per 
hundred pound basis, one can’t deliver as many hundred pounds of 
bread as he can a hundred pounds of potatoes. 

Secondly, the chainstores seams do daytime baking. Now, there 
is a wide differential in daytime and nighttime rates. We could bake 
in the daytime, but we feel that quality is as important an ingredient 
in a loaf of bread as milk or sugar or shortening, or anything else you 
might put in it. 

We bake at night so that we have an advantage in the freshness of 
our product. 

Mr. Drxon. But your bread is sold to these chains, isn’t it? 

Mr. Laveuun. Yes; they are actually our best customers. Our 
bread is on the shelf, side by side with theirs. 

Mr. Buarr. Mr. Chairman, just*to be sure as to how the record 
stands, these examples of internal office memorandums, have they been 
received for the record ? 

Senator Kerauver. They have been made a part of the record. 

Mr. Anperson. Senator, we submitted the material in answer to the 
subpena. It also was our understanding that it would be treated as 
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confidential by the committee and not be made a part of the public 
record, 

Senator Keravuver. I didn’t understand that, sir. 

Mr. Anverson. We would certainly like to look over what you put 
in. We have tried our best to cooperate with the committee in answer- 
ing both the questionnaire and the subpena, but certainly with the 
idea that it would not be made part of a public record. You can use it 
to study as much as you please, but it isn’t the sort of thing we would 
pass out. 

Senator Krerauver. We will have the staff go over it with you. I 
don’t see anything that requires that it be confidential. 

Senator YARROLL. What was the nature of the objection, Mr. Chair- 
man ? 

Senator Krrauver. The objection is to these memorandums, which 
simply state that it was necessary for Continental to increase its price 
to meet competition by somebody else. That is all it is. 

Mr. Anperson. I would like to see what you are submitting first. 
If that is all it is, I will withdraw my objection. 

Senator Kerauver. That is quite all right. We will be glad to go 
over it with you. If you have a complaint about any particular one, 
it will be brought to the committee’s attention. But we have told you 
what they are, and what they contain. 

Mr. Dixon. Mr. Chairman, so that there won’t be any misunder- 
standing, this information came from Continental’s files. There is no 
doubt in my mind that a committee of the Congress has the right to 
look at it. It is all historical information at the present time. It 
refers to past transactions. It has nothing to do with future trans- 
actions. It could have no effect upon Continental’s competitive situa- 
tion in any manner. I state that, unqualifiedly, so that when counsel 

oes over these papers it will be clear that he understands that that 
is the way we are going to be looking at it. 

Mr. Buia. Now, these comparisons of prices, of chainstore prices 
versus the wholesale prices 

Senator Kerauver. They will be made a part of the record. 

Mr. Buatr. And this memorandum on the relative importance of 
chainstore bakeries. 

Senator Keravver. That also. 

(The material referred to follows :) 
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Continental Baking Co. prices compared with prevailing chainstore retail prices, 
plant cities, Sept. 1, 1958 


[Price per pound in cents] 
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a staicee idubgonneiglnegeaes 15.0 17.9 15 
Indianapolis, Ind_---- . 15.2 18.4 15 
Davenport, Iowa... -- 15.5 18.4 15 
Kansas City, Mo-_-.-- 15.6 18.4 15 
Minneapolis, Minn--- 15.7 18.3 15 
eo | ; 16.0 19.2 15 
Detroit, Mich_-...--.-- ‘ 16.0 19.2 15 
St. Louis, Mo. -.---- 16.0 19. 2 15 
Toledo, Ohio--..---- 16.0 18.4 15 
Wichita, Kans__..-- 16.0 19.0 15 
Milwaukee, Wis---- 16.3 18.8 15 
Waterloo, Iowa. -_-.-- 16.4 20.5 15 
Akron, Ohio_._---- . 15.2 18.4 16 
ene, T6S.......<- 15.3 18.0 16 
Youngstown, Ohio... 15.6 18.9 16 
Wheeling, W. Va. 16.0 19.2 16 
Little Rock, Ark- 16.0 19.0 16 
Columbus, Ohio-.-- 16.4 18.9 16 
* Denver, Colo__..--- 16.4 19.5 16 
Raleigh, N.C......- 16.5 18.4 16 
Richmond, Va..----.--- alin icicmsiela ss aeinasece hae , 16.5 18.8 16 
NN ahd decscamnlalesdaeineias: 16.7 19.3 16 
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Buffalo, N.Y _.--- eaecatais 18.4 21.6 16 
SOUND INR Scapa davcmuntunadamaaeleasin 18.4 22.6 16 
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OS ee eee 16.5 19.8 17 
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PNG TURTON, OOD. oc ccectioucwicasnacbocn 17.4 20.7 17 
TIO EREUOR, COGN. cb Sccucanconaskaecacenaac 17.4 20.7 17 
SE SECA dea skdaepoacutudcsccdoesoankend 17.4 20.7 17 
PN eg oe ea wdie tates 17.5 20.0 17 
Pte NN SORE. NUUME Son cncncnacancesensan. 16.3 20. 2 18 
Tue, Okils..........s« Sipatacingertaswocanse 17.0 19.0 18 
I oa nt ow ownacaawawan 17.9 22.0 21 
RRRIIGD HM sien n cinasncadacncccosncce 18.4 23.0 22 
SUNN ON a ee te 18.8 23.5 23 

























Source: Continental Baking Co. prices reported to subcommittee. Prevailing chainstore retail prices 
per pound computed from Anheuser-Busch national bread survey reports on chainstore prices and loaf 
weights. 


JUNE 17, 1959. 
Memorandum 
To: Mr. Paul Rand Dixon, counsel and staff director. 
From: John M. Blair, chief economist, and Walter S. Measday, economist. 
Subject: Percentage of bread market supplied by chainstore bakeries. 


On page 6 of his prepared statement, Mr. R. Newton Laughlin, president, 
Continental Baking Co., refers to a sharp increase in output by bakeries operated 
by chainstores since the 1954 Census of Manufactures: 

“Today, there are only about 160 of these captive bakeries, but they make up 
in productive capacity what they lack in numbers. Most experts believe they 
bake about 20 percent of all white bread sold. Others place the figure higher.” 

According to the 1954 census, 142 chain grocery store bakeries accounted for 
6.7 percent of the industry’s value of shipments of white pan bread alone, and 
7 percent of the industry’s shipments of all bread and bread-type rolls. In- 
dustry shipments of bread and bread-type rolls (SIC 20511) amounted to 
$2,004,371,000 ; chain grocery bakery shipments were $140,081,000. 

White pan bread (a 7-digit category) is not segregated in subsequent annual 
surveys of manufactures. In 1957, however, shipments of bread and bread-type 
rolls by the industry amounted to $2,312,663,000. 

From 1957 to 1958, poundage of these products increased by 3.1 percent, 
according to “Baking Industry.” Average prices, as measured by BLS average 
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retail prices per pound of white bread, advanced by 2.7 percent from 1957 to 
1958. In view of the historical stability of retail margins, we may assume that 
wholesale prices rose by 2.7 percent as well. 

Adjustment of 1957 value of shipments for the increases in poundage and 
price to 1958 ($2,312,663,000 x 1.031 x 1.027) yields an estimated value of ship- 
ments for 1958, bread and rolls only, of $2,448,773,000. 

Mr. George Graf, appearing before this subcommittee on June 16, 1959, esti- 
mated that chainstore grocery bakeries shipments may show “as much as a 
50 percent growth when the 1958 census is completed.” This appears to be in 
the nature of a maximum growth estimate from 1954 to 1958. If this percentage 
increase is applied to the 1954 data, Mr. Graf’s estimate suggests that chainstore 
bakery shipments of bread and rolls in 1958 may have amounted to as much as 
$210 million. 

It should be noted that this would be only 8.6 percent of the estimated value 
of shipments for 1958 in this product class by the entire industry. 

It may also be noted that in order for Mr. Laughlin’s estimate of 20 percent 
of the industry’s value of shipments of bread and rolls to obtain, the shipments 
from grocery chain bakeries would have to have risen from $140 million in 1954 
to $490 million in 1958, i.e., 1958 output by this sector of the industry would 
have to have been three and one-half times the 1954 output. This would seem 
to be an impossible rate of growth, inasmuch as the three largest grocery chains 
operated the same number of baking plants in 1958 as in 1954 (A. & P., 35 
plants; Safeway, 18 plants; and Kroger, 13 plants). Further, a study of the 
bakers’ weekly “Selected Directory of Bakeries” discloses no substantial in- 


creases in the overall number of plants operated by the smaller chains between 
1951 and 1958. 


Mr. Dixon. Mr. Chairman, I recall that during a colloquy with the 
witness he stated that one of the reasons for the increased price for 
bread had to do generally with the increase in price of wrappings. 
In response to a subpena upon Continental we obtained some corre- 
spondence with respect to wrapping. I refer to a letter dated Novem- 
ber 26, 1958, from Rye, N.Y., to Mr. Charles F. Haight and signed 
by Mr. A. G. Hessel. It has a heading on it: “American Viscose Corp.” 
Who is Mr. A. G. Hessel, sir? 

Mr. Laveuuin. He is a vice president of our company in charge of 
purchasing. 

Mr. Dixon. Whois Mr. Charles F. Haight ? 

Mr. Laventin. He is in our purchasing department. He is one of 
our purchasing agents, 

Mr. Dixon. The letter reads as follows: 


About 2 weeks ago the representatives of American Viscose Corp. were in my 
office. You will recall at that time we discussed the special discount being 
extended to cooperative bakeries service organizations. 

Some time before December 15 I would suggest you follow up on this discus- 
sion with Mr. Wade. A definite decision as to our future business relationship 
with American is dependent upon their decision regarding the extension of 
special discounts which we consider to be discriminatory. 


That has attached to it a Federal Trade Commission press release 
naming a grocery group affiliate in a trade complaint. Also there is 
a letter from the same Mr. Hessel to the same Mr. Haight dated De- 
cember 27, 1958, and it has the heading on it: “American Viscose 
Corp.,” and it reads as follows : 


Inasmuch as American Viscose Corp. has agreed to cancel the special discount 
currently being extended to cooperative bakery service organizations you may 
use this letter as your authority to continue to order Viscose stock as it is 
required and requested by our plants. 

It is understood that the special discount contract was subject to a 60-day 
cancellation clause in the contract. It is understood American Viscose Corp. 
has notified the three cooperative bakery service organizations that the discount 
will be canceled in February upon completion of the 60-day notice. 
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Mr. Laughlin, do you consider yourself, like the Federal Trade 
Commission, an enforcement agency of the Government? Does your 
company consider itself as such ? 

Mr. Laventin. Of course not. 

Mr. Dixon. How do you know whether or not a discount that is 
given to somebody else is discriminatory or not, sir? 

Mr. Laveu.in. I am not acquainted with this action. I would have 
to discuss that with Mr. Hessel. 

Mr. Bram. Mr. Chairman, I might point out that this is a matter 
of very great importance to these management co-ops, who derive their 
revenue in good part which they use to provide services to the bakers 
who are members thereof from the economies obtained through joint 
purchasing. 

One of the important economies they have obtained from joint pur- 
chasing is in the purchase of cellophane. Some idea of the increasing 
importance of the savings they were able to effect on this particular 
item is indicated by the fact that according to the data furnished to 
us by the Quality Bakers of America, only 10 percent of their product 
was packed in cellophane in 1947, From that time the percentage has 
risen to 45 percent in 1955, 49 percent in 1956, 51 percent in 1957, and 
55 percent in 1958. So what was involved here in the loss of this 
discount was a very substantial sum of money available to the man- 
agement cooperatives which they then used in order to provide serv- 
ices to their members which enabled their members to compete more 
effectively against companies such as Continental. 

Senator Keravuver. Is this a case in the Federal Trade Commission ? 

Mr. Laventtn. I don’t know. 

Mr. Drxon. Is Mr. Hessel here? 

Mr. Laventin. Yes, sir. 

Mr. Dixon. Will he come forward ? 

Mr. Laven. I might say while he is coming up that, although I 
am not acquainted with the situation, I don’t quite understand why 
Mr. Blair feels that a cooperative should buy cellophane cheaper than 
we do. 

Mr. Buatr. We do not have figures before us showing the price at 
which you buy cellophane. 

Mr. Dixon. Do you know whether cellophane was bought more 
cheaply by this cooperative group of bakers than by your company? 

Mr. Laveuttn. I'd like to have Mr. Hessel answer that question. 

Mr. Drxon. Do you know that? 

Mr. Hesset. Yes. By the statement of their representatives, they 
were buying for less than they were selling to us. 

Mr. Drxon. By whose statement ? 

Mr. Hessev. Of Avisco. 

Mr. Drxon. Avisco’s representative ? 

Mr. Hessex. Right. 

Mr. Dixon. Do you know on what basis it was priced to them? 

Mr. Hessen. They said it was a 5 percent discount. 

Mr. Buatr. Do you know how it came about that bakers other than 
yourself at about the same time informed American Viscose that un- 
less the discount was stopned, they would transfer their patronage 
to some other supplier of cellophane? 
Mr. Hessex. No, sir. 

Mr. Drxon. That was your decision ? 
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Mr. Hessev. That was my decision. 

Mr. Dixon. In other words, you told American Viscose that if they 
did not cancel this discount they were giving to this cooperative, you 
were going to quit buying from them, is that it ? 

Mr. Hesse. We felt that our method of buying and our volume 
of purchases were comparable. The economies of selling to companies 
such as QBA were no different than the economies of selling to our 
plants. And in the operation of QBA, there is a certain advantage 
that goes back to the baker individually that would give them a 
privilege of purchasing at less cost than we can buy for our plants. 

Mr. Drxon. Why didn’t they give you the same discount? 

Mr. Hessen. Because they classified the co-ops in a jobbing cate- 
gory, whereas they do not classify us on that basis. We are classified 
strictly as consumers. 

Mr. Dixon. At what discount did you buy ? 

Mr. Hesset. We didn’t get a discount. 

Mr. Briar. Of any kind? 

Mr. Hessev. We are paying exactly the same price as any individ- 
ual baker buying cellophane in the country. 

Mr. Anperson. I would like to add to that if I may. 

Mr. Drxon. You are paying the list price that the company quotes? 

Mr. Hessev. That’s right, sir. 

Mr. Anpverson. I would like to add that Mr. Hessel discussed this 
with me, and I advised him as counsel that I thought the 5-percent 
discount that this cooperative group was getting was clearly illegal, 
and that he was perfectly right to insist on getting a discount himself 
or to discontinue buying from Avisco. 

Senator Krrauver. Were they meeting anybody’s competition in 
making this discount ? 

Mr. Anverson. No, sir. We were told that the reason they give the 
5-percent discount was that they classified this group as jobbers, 
whereas, in fact, this organization is owned by its members. The dis- 
count they get is paid back to its members in a form of commissions. 

Mr. Dixon. There is only one comment, Mr. Anderson, that I make 
to you. Price discriminations that injure someone are illegal. That 
must be proved by the party bringing the suit, which is usually the 
Government. You concluded when you gave this advice that it was 
injurious. I assume that you meant, by that, that it was injuring your 
organization ¢ 

Mr. Anverson. Of course I did. 

Senator Krrauver. Was this discount for prompt payment or just a 
plain discount ? 

Mr. Anperson. It was what I would characterize as a plain illegal 
discount. 

Mr. Brat. Mr. Anderson, it had been in existence apparently in 
the same state of illegality for over 20 years; is that not true? 

Mr. Anperson. I don’t know that. 

Mr. Drxon. When did it come to your attention ? 

Mr. Anperson. It came to my attention when I discussed it with 
Mr. Hessel, the representative of our company. I talked about it with 
him when he asked me about it. 

Mr. Buarr. How do you explain the fact that here are big buyers of 
cellophane from American Viscose who have accommodated them- 
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selves to the existence of this discount for many years, and then in the 
short span of a few months they all independently, if we may under- 
stand the testimony here, decided that the action by American Viscose 
in granting the discount was illegal, and they all independently in- 
formed American Viscose that wane American Viscose stopped giv- 
ing this discount they would cease and desist from purchasing cello- 
phane from American Viscose ? 

Mr. Anverson. I have no way of explaining that. I don’t know 
what the competitiors did. As a matter of fact, I don’t think we did 
inform Avisco that we would stop buying. They continued giving 
the discount. We continued buying from them. They did discon- 
tinue it themselves some time later. 

Senator Keravuver. Unless there is a special reason for the discount 
such as a saving in delivery costs or a saving in the way of doing 
business, and you are buying as much or more from the company as the 
others. I don’t blame you for wanting the same price. 

Mr. Anperson. That was exactly our feeling, sir. 

Mr. Drxon. The question is, Mr. Chairman, is it a policy of Con- 
tinental who, as I understand it, is the largest of the wholesale bakery 
organizations in America—that it has the right to say to any of its 
suppliers, “Unless you do something, we will quit buying from you”? 

Mr. Anpverson. I don’t think we did that. I think what we said 
was that. we would like the discount ourselves or have it discontinued 
for someone else. In other words, we wanted to be treated the same 
as someone else. In fact, it would have been better if they had 
dropped the price to us, too. It would have been that much less cost. 

I think we had a perfect right to do what we did. 

Senator Keravuver. Did they drop the price ? 

Mr. Anperson. You will have to ask Mr. Hessel. 

Mr. Hessrx. No, sir; they did not. 

Mr. Drxon. They eliminated the discount, so the price went up to 
these cooperatives ? 

Mr. Hessev. I do not know that they have eliminated the discount. 

Mr. Dixon. According to this correspondence, it could lead to no 
other interpretation. It says, “It is understood that American Viscose 
Corp. has notified the three cooperative bakery service organizations 
that the discount will be canceled in February.” That is over your 
signature, sir. Where did you get that information ? 

Mr. Hesse. At the time of this conversation that was the statement 
made by the representatives of Avisco. However, since that time, 
due to circumstances that I can’t explain, Avisco said that it wanted 
to continue the discount for a given period of time. That was 
changed, I believe, first to April 1, and then to May 1, and then to 
Junel. I donot know the status of it today. 

Senator Carroti. Mr. Chairman, I wonder if I could ask a question. 

Senator Krrauver. Yes, Senator Carroll. 

Senator Carroti. What is the difference between a jobber and a 
consumer with reference to the subject that we are talking about? 

Mr. Hessex. Are you asking me? 

Senator Carrotu. Yes. 

Mr. Hussex. Well, the jobber is considered to be a person who per- 
forms a service for an organization primarily from a standpoint of 

handling small deliveries to small users. He has his own sales force. 
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He warehouses the merchandise. And for that service, in the case 
of a national organization, the concern eliminates the necessity for 
salesmen in that area. Many companies operate on that basis. 

Senator Carrotu. Did you, as a consumer, feel that you should have 
been considered as a jobber ? 

Mr. Hesse. Did I feel that way ? 

Senator Carroti. Your company. 

Mr. Hesse. No, I did not. We were buying from jobbers at the 
same time. We were buying Avisco stock from jobbers, too. 

Senator Carroti. As I understand it, and I am not an expert in 
this field at all, for many years some of these co-ops had been con- 
sidered as jobbers and therefore were given a discount. 

Mr. Hesset. That, possibly, is a difference of opinion. 

Senator Carrouu. Isn’t that the basis upon which the discount was 
given by the cellophane company 4 

Mr. Hessev. They were performing no service other than the same 
service we give our plants as far as the item involved—in this case, 
cellophane—was concerned. The merchandise was shipped from the 
plant, from the manufacturers’ warehouses, direct to the consumer. 

Senator Carroti. What is the volume of business that the co-ops 
did? 

Mr. Hessen. I don’t know. 

Senator Carroti. In comparison to your own company ? 

Mr. Hessrx. I don’t know. 

Senator Carroiu. Was it substantial ? 

Mr. Hessex. I would imagine it would be. 

Senator Carrott. Do you consider that they are real competitors 
of yours in the area in which they operate ? 

Mr. Hesse. Yes. 

Senator Carroti. And your company ? 

Mr. Hesseu. I do. 

Senator Carroti. And was it because of this consideration, there 
being a competitive factor, that you wrote this letter requesting that 
you be given the same discount as the co-op ? 

Mr. IIxsset. Yes. We said we would welcome the discount. 

Senator Carrotit. And you have no knowledge now that—let’s put. 
it differently. Are you now getting a discount ? 

Mr. Hesse. No, we are not. 

Senator Carrott. Do you know whether the discount has been 
eliminated ? 

Mr. Hessex. No. 

Senator Carroti. From the co-op ? 

Mr. Hesseu. I do not. 

Senator Carroiu. Do you consider it more than a mere coincidence 
that some of the largest bakery companies in the country, as I under- 
stand the record, wrote almost simultaneously to this company to put 
the pressure on them to either give you the discount or eliminate the 
discount from these co-ops ? 

Mr. Hessex. I was not aware of the fact that they had made any 
contact. 

Senator Carrot. That is all. 

Mr. Anprrson. Senator, I would just like to say that we considered 
this jobber to be a completely fictitious jobber. It was owned by its 
members. 
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Senator Carroii. It was owned by whom? 

Mr. Anperson. Its members—the people it was servicing. 

Senator Carrot. As I understand the testimony, this discount has 
been given for many years. I thought I understood for 20 years. 
This discount was given to the co-ops, then all of a sudden, within a 
short period of time, pressure was put on the supplier of cellophane 
either to reduce that discount or give you the benefit of the same dis- 
count. Is that right? 

Mr. Anperson. Yes, sir; and to the best of our information, Sena- 
tor, this was the first time we knew that a cooperative was buying at 
a lower price than Continental, and that was our objection. 

Senator Carrot... Just one more question. Did your company buy 
the cellophane directly from Viscose or from cellophane jobbers? 

Mr. Hessex. Both. We bought direct for eastern plants and we 
bought from a jobber in Salt Lake City for our two Utah plants. 

Senator Carroti. Was there a difference in price ? 

Mr. Hessew. No difference in price. 

Senator Carrot. To these purchasers ? 

Mr. Hesseu. No. 

Senator Carrott, And in what quantity did you buy directly from 
Viscose ? 

Mr. Hessev. What do you mean? 

Senator Carrot... Or from the cellophane jobbers ? 

Mr. Hessen. Similar quantities that we buy direct from Viscose. 

Senator Carroti. Percentagewise, more from Viscose or more from 
the jobbers ? 

‘ Mr. Hesse. No, it was more from Viscose. I have the exact figures 
ere. 

Mr. Lauautin. Senator, I would like to comment while he is look- 
ing up the facts, that since our use of cellophane is as great as that of 
this cooperative, it would seem natural that we would be entitled to 
the same price. 7 

Senator Carroit. That is a fair observation. I would say that if 
you were acting independently and were buying substantial quantities 
of cellophane and you found a competitor who you thought was being 
given a discount advantage, I think that would be a normal! reaction. 

But I think there is a broader question here where you have some 
of the biggest companies in the Nation who appear to act independ- 
ently and the record shows that they may act in concert. It may 
seem to you that the co-op has had an advantage for some 20 years 
and then in a short period of time, you say to the cellophane company 
“Either give us the discount or tale it away from them.” I would 
say that is a suspicious circumstance which the committee is fully 
justified looking into, without drawing any unfair conclusions at this 
point. And I don’t want to interfere with the progress of the hear- 
ing. bo you have your figures now, do you want to put those in the 
recora ¢ 

Mr. Hessev. We bought four times as much cellophane direct from 
Avisco as we did from the jobber. 

Senator Carrott. Do you have a document on that that you would 
like to put in the record ? 

Mr. Hessex. It is our record in 1958. 

Senator Kerauver. Give us the amounts from each. 
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Mr. Hessex. The amounts in pounds ? 

Senator Keravuver. Yes. 

Mr. Hessex. From the jobber, 129,092 pounds. From American 
Viscose, 437,381. 

Senator Keravver. I assume that the contention of the QBA was 
that it bought in its name as a co-op and that they must have rendered 
some service as a jobber to their members. Was that what they con- 
tended; or do you know ? 

Mr. Hesset. What is that ? 

Senator Krravver. I say I suppose that QBA tried to justify its 
position as a jobber on the theory that they purchased from Viscose in 
its name and that it rendered some service when it passed the product 
on to its members. Was that QBA’s contention ? 

Mr. Hesseu. They, of course, used Avisco, I presume, as the ex- 
clusive source, because it is my understanding that the other two major 
producers do not offer such a discount. So, obviously, it gave Avisco 
100 percent of the business. 

Senator Kerauver. Do you buy from the other producers ? 

Mr. Hesset. Yes, I do, sir. I would like to change the figure that 
I gave you. That figure was only preliminary for the oe of 
this year. The figure for 1958 was 210,000 pounds from the jobber 
and 1,139,000 from Avisco. Do you want the odd figures on it? 

Senator Krrauver. Anything else, Senator Carroll? 

Senator Carroti. I think it wouldn’t be a bad idea to have your 
discounts put in the record, so as to get a little more comprehension 
of what you are talking about. Do you have those available? 

Mr. Hesseiy. We do not get a discount. 

Senator Carrouy. On any of your purchases ? 

Mr. Hesset. On none. ; 

Senator Carroiu. Either from the jobber or from Avisco? 

Mr. Hessex. Right. 

Senator Carrotit. Mr. Chairman, as I look at the record here, I 
want to get some idea about the competitive factor between the eight 
largest wholesale bakers and the three bakery co-ops. There is some 
testimony in the record that your company 351 plants, and that 
the 3 bakery co-ops have 238. Would you say that that is sub- 
stantially correct? Your volume of business is $1-billion-plus—$1,100 
million. When I say “you,” I mean the eight largest bakers. For 
the three bakery co-ops, our record shows 570 million in total business. 
Would you say that that is substantially correct ? 

Mr. Laveuin. I would think so. 

Senator Carrot. Therefore the eight largest bakers have 26.7 
percent of the total business of the wholesale baking industry, and 
the three bakery co-ops have 13.7 percent. Is that substantially 
correct ? 

Mr. Lauauiin. We would have to check that. 

Senator Carroiu. That is, the percentage of the total of the whole 
industry. 

Senator Kerauver. That was Mr. Graf’s testimony on the day before 
yesterday. 

Senator Carroti. Yes; but I am trying to get some verification as 
to whether that is substantially correct. 
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Mr. Anperson. What was the figure for the eight largest whole- 
salers ¢ 

Senator Carrotu. The percentage of the total business of the whole- 
sale baking industry by the eight largest wholesalers is 26.7, and for 
the three bakery co-ops 13.7. The eight largest bakers make up 41.5 
percent of the industry, and the three bakery co-ops 21.4. 

Mr. Anperson. Are those figures for bread or for total bakery busi- 
ness ? 

Senator Carrotu. This is the composite picture of the wholesale 
baking industry presented by Mr. Graf the day before yesterday. 

Mr. Laucuurn. I would assume—we can’t find the figures—that if 
Mr. Graf submitted them I imagine he has checked the figures. 

Senator Carroti. To put it a little differently, on volume and per- 
centage of total wholesale business you run about 2 to 1 as compared to 
the co-ops. In other words, you are about twice as big, the eight of 
you, as compared with the three bakery co-ops. 

Mr. Lavenirn. I would assume that is a close figure. I can’t say 
that I know for sure, but that would be a relatively close figure. 

Senator Carroiu. So you consider the co-ops to be a substantial com- 
petitor ? 

Mr. Laveurrn. Very substantial. I might add that although you 
did not hear Mr. Graf’s testimony on Tuesday, he also introduced into 
the record the fact that the percent of profit on sales that his particular 
group makes is better than the average of the wholesalers and certainly 
substantially better than our own company. 

Senator Carroti. That is all for this time, Mr. Chairman. Thank 
you. 

Senator Kurauver. We have secured from the Federal Trade Com- 
mission figures on rate of return on net worth, after taxes, for eight 
major bread companies in 1940, from 1947 annually to 1958. This 
table will be put in the record. You will be supplied with a copy, and 
you may comment on it after lunch. , 

(The table referred to follows :) 


Major bread bakers: Rate of return on net worth (after taves), 1940; 1947-58 











1940 | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 | 1957 | 1958 
Continental ---| 8.0] 17.0 | 22.7 | 15.7 | 14.8 | 11.4 | 11.6 |] 12.8 | 12.2 | 16.0] 15.1 | 14.1 13.4 
General ---| 89 | 10.2 | 16.7 |.10.3 | 10.2 8.2 8.8 6.7 6.8 6.3 7.2 400 ud 
Campbell Taggart. 33.0 | 40.6 | 32.4 | 26.0 | 20.1 | 18.9 | 16.8 | 20.5 | 20.8 | 19.9 | 19.6 18.7 
American 6.5 | 18.9 | 20.8 | 14.4] 13.6 | 12.0 | 11.7 | 12.7) 12.2] 144] 14.9] 141 12.1 
Interstate 7.5 | 25.0 | 33.2 | 26.5 | 24.3 | 16.4 | 18.1 | 17.5 | 20.4] 19.4 | 17.9 | 18.4 15.0 
Ward i -2 | 17.5 | 22.6 | 17.3 | 16.2 | 11.2] 10.9) 136) 7.4] 7.31'62]| 7.4 5.6 
Langendorf_........|-.--- Jacat Seanad eveirib lhec: easisiere <iwe mE aa el MRE kes wee Oe: aD 15.7 
Southern... .....-..|.. : : aga E 8.9] 6.5 | 13.4 | 13.7 13.4 
4 largest..-.........] | 7.8 | 168 | 21.2 | 14.7 | 14.1] 111 | 11.6 | 11.7 | 11.9 | 13.7 | 13.6 | 142 13.4 





Source: Federal Trade Commission. 


Senator Keravuver. It shows that your return net worth in 1957 
was 14.1 and in 1958, 13.4. General was about half that, Campbell- 
Taggart was higher, Interstate seems to be above it, Ward seems to be 
about half, and American seems to be about the same for the four 
largest companies, in.1957, it was 14.2, and in 1958, 13.4. 

Discussion off the record.) 

Senator Keravver. We will stand in recess now until 2: 15. 
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(Whereupon, at 12 m. the hearing was recessed until 2:15 p.m., of 
the same day.) 
AFTERNOON SESSION 


(At the convening of the session, the following members were pres- 
ent: Senators Kefauver (presiding) and Carroll.) 

Senator Kerauver. The committee will come to order. Were there 
any matters you wanted to comment about, Mr. Laughlin ? 


STATEMENT OF R. NEWTON LAUGHLIN, PRESIDENT, CONTINENTAL 
BAKING CO., ACCOMPANIED BY GEORGE FAUNCE, JR., ROY M. 
ANDERSON, AND ARTHUR HESSEL—Resumed 


Mr. Laventin. Yes. You asked me to get certain information. 
We called our office, and I believe we have the information that you 
requested. 

Senator Keravuver. All right, sir. 

Mr. Lauenirn. On our stale returns, the percent increase of dollar 
returns—and I think that is the thing that Mr. Graf was talking 
about—from 1947 to 1958 has gone up 531 percent. Our percent in- 
crease—— 

Senator Krerauver. The percent increase of what? 

Mr. Lavenrin. Of dollar returns. 

Senator Kerauver. On bread returns? 

Mr. Lavenuin. Yes. Our percentage increase has gone up 173 
percent. Now, that is based on the percent of returns in 1947, and 
the percent of returns in 1958. 

Senator Kerauver. The dollar increase is 531 percent ? 

Mr. Laven. That is correct. 

Senator Krrauver. And what is the percentage increase ? 

Mr. Laven, 173 percent. 

Senator Keravuver. All right, sir, anything else ? 

Mr. Laven, No. 

Senator Kerauver. I would just comment that while some of this 
may be saved by resale, it would certainly be in the interests of the 
consuming public, and I would think of your companies too, if some 
system could be worked out so that there would not be this dead waste 
for which the consumer eventually pays. Do you have any remedy 
to suggest ¢ 

Mr. Laueurin. That has been a serious problem of the baking 
industry for years. We feel the necessity of picking up this merchan- 
ise to insure the public getting fresh bread, and it is a constant 
struggle at each of our bakeries to try and hold it to a minimum. 
That is something that we work on 52 weeks of the year. 

Senator Kerauver. What is the amount of dollars that that 531 
percent dollar increase represents? In other words, what is the value 
of the bread returned to you? 

Mr. Laueuur. In 1958, our returns amounted to $12,239,000. In 
1947 it was $1,938,000. In 1947 we were just returning again to the 
picking up of merchandise. Prior to that, by governmental order we 
had not picked up returned goods. I say “we.” Iam sure you know 
that I refer to the whole industry. 

Senator Kerauver. You operated under an OPA order? 
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Mr. Lavueutin. That is correct. 

Senator Kerauver. Picking up bread was prohibited ? 

Mr. Lauveuuin. That is correct. 

Senator Kerauver. Mr. Chumbris? 

Mr. Cuumpris. Mr. Laughlin, where are these returns mostly, in 
the chainstores or in the independent stores ? 

Mr. Laveuuin. They are pretty evenly distributed. By and large, 
the smaller the store the higher the percent of returns. As your 
volume goes up in a store, your percent of returns goes down. 

Mr. Cuumpris. The reason why I say that is that if I go to one of 
the supermarkets—and if I get there an hour of two before closing— 
I won’t find any bread other than the chainstore’s own bread. It 
a to me that I very seldom ever see, if I prefer Bond or Wonder 

read 

Mr. Laveuitn. Wonder, I hope. 

Mr. Cuumepris., I will look for it and I just won’t find it and I will 
just have to take the bread that the chainstore has. I was just won- 
dering if that store is an example of whether you would have many 
returns from these large supermarkets or the chainstores. 

Mr. Laucuutn. We try to plan to sell out every day. Unfor- 
tunately, we are not able to estimate 100 percent. 

Mr. Cuumpris. That is the reason why I asked you the ratio be- 
tween the supermarket and the chainstore as against the independent 
corner store. 

Mr. Laven. The larger volume the store does, the easier it is to 
control returns. 

Mr. Peck. Along this line, Mr. Laughlin, have you noticed any in- 
crease in the amount of stale bread resulting from the development 
of various varieties of bread, various sizes of loaves, and different 
width of slices? We had testimony the other day to the general 
effect that within the last several years there has been a demand for 
different sizes of loaves and different thicknesses of slices of bread. 

Mr. Lavenuin. By and large, every time you add a variety it be- 
comes more difficult to keep your stale in line. 

Mr. Peck. Has this increase in varieties added appreciably to your 
cost of production? 

Mr. Laveutin. It has added some. Again, as you add varieties 
your efficiency goes down some. On the other hand, as you add 
volume the overhead at your bakery goes down. 

Mr. Peck. Have you increased your volume of sales by means of 
more varieties, or have you been required to add more varieties in 
order to meet the existing demand ? 

Mr. Lavenuin. We have increased our volume of sales by the addi- 
tional varieties. We are doing more dollar business than we did be- 
fore as a result of the additional varieties. 

Mr. Dixon. Mr. Laughlin, you sell your bread on consignment, 
don’t you? 

Mr. LAveuuin. Yes. 

Mr. Drxon. So the amount of bread you put into the store is your 
own choice; isn’t that right ? 








will 
won- 
lany 


\for- 


» be- 
dent 


is to 


y in- 
ment 
arent 
neral 
1 for 
read. 
t, be- 


your 


ieties 


add 


ns of 
es in 


rddi- 
d be- 


nent, 


your 








ADMINISTERED PRICES 6141 






Mr. Laucuuin. In some stores it is, in some it is not. 

Mr. Drxon. I am quite impressed, if not a little amazed, by this 
$12,239,000 figure of returns. It seems to me an unusually large dol- 
lar volume of returns. Especially am I struck by that amount when 
2 days ago Mr. Graf in testifying said that one of the gees that 
was disturbing was “stales clobbering,” which, if uncurbed or uncon- 
trolled by the largest companies, could lead to really destructive com- 
petition. On page 24 of his statement he said : 

Intentional long-term period of overloading stores to achieve mass display and 
lose display space and position for the baker who can’t stand heavy loss of 
sales. 

He went on in that part of his statement to describe that practice. 

It seems to me that you have been engaged in a great deal of stales 
clobbering, if $12 million of bread has been returned to you. 

Mr. Lavenutn. When you compare the situation existing where 
there were no returns or practically none, the OPA, with today’s “pick- 
up” situation, the comparison would seem great. But if any of our 
managers indulged in “clobbering,” that would come right out of his 
profits. Our managers are paid a salary, and they are also paid on 
a profit-sharing incentive plan. Anything they do which would de- 
crease profits would come out of their pockets, and they certainly are 
not going to do anything which affects their income. 

So, for one thing, they would not permit “clobbering.” Secondly, 
we keep a close check on stale returns. Though the dollar volume 
seems high, as near as we can ascertain our company runs the lowest 
percentage of returns in the industry. 

Mr. Dixon. On what is that based ? 

Mr. Laueuttin. It is based on stales. 

Mr. Dixon. What information have you been able to obtain to give 
you that conclusion ? 

Mr. Laveuitin. You pretty well know what your competitor is do- 
ing in every market, and it 1s our policy to operate on as low a stale 
returns as possible. Generally we pick up bread on a 48-hour code. 
We want the public to buy bread fresh. If we do not clean out each 
day, that would mean that consumers might buy a day-old loaf of 
bread. To give them them the freshest product possible, we have to 
keep our returns down. 

Mr. Drxon. Thank you, sir. 

Mr. Chairman,.we have a number of charts that have been prepared 
by the staff. It would be well if we would let Dr. Blair explain each 
one of them; and I suggest that they all be made a part of the record. 

Senator Keravuver. Without objection, they will be made a part of 
the record in this proceeding. 

Mr. Buarr. Mr. Chairman, I would like to start first with the chart 
which is in back of you. That shows the location of the bread-baking 
plants of each of the eight major wholesale baking companies in the 
country. 

(Chart 1 referred to follows :) 
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Mr. Buair. The first chart on the easel shows the percentage of the 
value of shipments accounted for in each State by the four largest 


companies producing bread in that State. 
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Supporting Data FoR CHART 2 


Bread amd other bakery products—1954 value of shipments of the 4 largest th 
companies and their proportion of total value of shipments, by State A 
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Note.—The largest companies in each State were determined from the value of shipments of the manu- 
facturing establishments (S.1.C. 2051) operated by the companies. The sales of retail bakeries with baking 
at each location (S.1.C. 5462) were reviewed and found not large enough to include any of those companies 
among the 4 largest in any State. A few of the ‘‘4 largest’’ companies also operated some retail shops with 
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Mr. Buarr. Mr. Laughlin referred to the fact, in his statement, 
that— 


A direct and inevitable result of the perishability of product and location of 
operations is a lack of concentration. 

I might say that in terms of the Nation as a whole there is good 
substance for that statement. However, bread being perishable is 
not sold on a national basis as are automobiles or similar products. 


Bread is sold in particular markets. As Mr. Laughlin also points 
out: 


No baking company can really be called national, since none of them dis- 
tribute their products in all areas of the country. In the case of Continental 


we have no bread distribution in seven States and little more than token dis- 
tribution in half a dozen more. 


We sell no white bread in more than 30 major markets. 


Of course, to the buyer the important consideration is the concen- 
tration in the market in which he is actually purchasing bread. Be- 
cause of this specialization in particular areas among the large com- 
panies, it happens that concentration in individual States and areas 
is considerably higher than in the Nation as a whole. We find that 
according to this chart, in three States the four largest firms accounts 
for over 80 percent of the total volume of shipments. In nine, the four 
largest in the State—— 

Mr. Laueuitin. May I ask a question? 

Mr. Buatr. Yes. - 

Mr. Lavucuuin. The “four largest” does not necessarily mean—— 

Mr. Buarr. The same four largest. 

Mr. Lavucuuin. The four largest baking companies in the country? 

Mr. Buarr. No, sir, these are the four largest in each State and we 
do not know their identity. The source of the data on which this 
chart is based is a special tabulation prepared for us by the Bureau 
of the Census. 

Mr. Lavucuutn. But this does not necessazily involve our company 
or any of the other companies that you are talking about as the four 
largest baking companies? 

Mr. Buatir. Not unless you were one of the four largest in the vari- 
ous States, and, of course, there can be no doubt that in many States 
you are, but which ones they are, I do not know. 

But to get back to your statement about the “lack of concentration 
in the industry”—in 16 States, the 4 largest firms accounted for over 
60 percent of the total shipments and in 23, the 4 largest accounted 
for over 50 percent. In only three States did the four largest account 
for less than 30 percent of the total value of shipments. 

Now, coming down to identifying particular companies in particu- 
lar markets, Mr. Laughlin, I notice in your statement you made refer- 
ence on page 6, to a survey made by the Chicago Tribune which showed 
that four chainstore brands in the Chicago area had captured a third 
of the Chicago market. 

What we have done in chart 3 is to show the relative positions of 
the major bread companies based on similar newspaper surveys. 
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CONSUMER BREAD PREFERENCES 


BRANDS OF LARGEST WHOLESALE BAKERS AND 
MAJOR GROCERY CHAINS 


SELECTED METROPOLITAN AREAS, 1957 (EXCEPT AS NOTED) 


PERCENT OF MARKET 

50 60 70 80 90 
T T T SST esr 
SACRAMENTO ___. mle intentions —__«__Is YZ. 
DISTRICT OF COLUMBIA..|_ os rk s WUSlidlasilliaes 
INDIANAPOLIS _____ a ve f ih s 1*ViZw 
COLUMBUS, OHIO.....[-— Senate [* a 
WICHITA os sea sei [_ 6 Ee 
CINCINNATI. TE 
LONG BEAGH, CALIF. _. eo t L « G 


ON 8 Sea s eer ms 




















CHARLOTTE, N.C....__|- Aik u oe 1 
MILWAUKEE... [| —CC:~—C~CSdSC UVB 

LOS ANGELES™ ie L al 
FRESNO......_._._._. 
NEWARK ___. 

DES MOINES *........- 
AKRON * 

SEATTLE _.__. ; _ “ a beaeat 
ST. PAUL . ! WHOLESALERS (— | 
YOUNGSTOWN”... ..... Ze ‘oe 
CHICAGO 

a ; : — 
DULUTH-SUPERIOR S Souther 
CORPUS CHRISTI. __. oahis 

SAN JOSE, CALIF. __--. a aap 

aa See : ee 
SALT LAKE City _....[-. «ss awe | 
DENVER ioe hips mY), 2: Per 
PORTLAND, ORE. .__-- 

















CT Compbell Toggart | 
G General | 
| Interstate 

‘ 








bell 


* 1956 


SOURCE: Compiled by E.T Sperry from newspoper 
surveys of bread preferences. 


Mr. Bua. Now these are surveys of brand preferences and do not 
necessarily indicate market shares. They would reflect market shares 
if people ought in accordance with their brand preferences. 

‘o the extent that brand preferences can be used as a rough measure 
of the relative share of the markets held by the different bread com- 
panies, Continental, you will notice, has 32 percent of the Sacramento 
market ; 31 percent of the District of Columbia market ; Indianapolis, 
31.7 percent, Columbus, Ohio, 35.4 percent; Wichita, 30 percent; 


Omaha, 35.2 percent; and Milwaukee, 31 percent among the principal 
market areas. 
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Of course, Continental shows up in many of the other areas as well. 
Obviously, in most of those particular communities for which news- 
gem surveys happen to be available for recent years, the share held 

y the four or the three largest companies is relatively high by prac- 
tically any standard. This, of course, is what is important to the con- 
sumer, since the consumer in, say, Sacramento is buying bread in that 
area, and the fact that concentration in the Nation as a whole may be 
relatively low is of scant consolation to him. 

Mr. Chairman, my next charts have to do with prices. 

Senator Keravuver. Mr. Laughlin, if you want to comment on any of 
these charts, you may. 

Mr. LavuGuHuin,. y sl like to go back to the first chart, if you 
don’t mind. 

Mr. Buarr. Yes, sir. 

Senator Keravuver. Let’s mark this chart on the first easel. 

Mr. Buarr. This is chart 2. 

Mr. Faunce. Mr. Chairman, I would like to make a comment about 
this exhibit. It appears to me that inasmuch as this whole inquiry is 
concentrated on eight large companies, and all of the data that you have 
appereniiy comes from those companies, I think that this is not a com- 
plete exhibit unless it shows, State by State, who the four largest pro- 
ducers are in each State, and I think that should be made a part of the 
exhibit in order for it to be fair and informative. 

Mr. Buatr. Mr. Chairman, Census will not permit that to be done. 

Mr. Faunce. It is a department of the Government, and if you can’t 
get it from Census, I think it has nothing to do with us. 

Senator Krerauver. Mr. Faunce, it ‘thas been made clear that this 
chart refers to the four largest companies in each particular State. 

Mr. Faunce. I understand that. But I think it should be revealed 
who these are in each State so there will be no inference that this term 
“four largest,” which also runs through this testimony 

Senator Kerauver. We would like to know that, too. 

Mr. Buatr. Yes; we would. 

Mr. Faunce. Can you find that out from the Census Bureau? 

Mr. Brarr. No,sir; wecannot. It is confidential. 

The buyer in Nevada, where four companies account for over 70 
percent, is confronted with a fairly concentrated bread industry in 
that State. Now, it may well be that you are not in that State at 
all, but whether you are in the State or somebody else is in the State, 
the fact is that in that State the four largest producers of bread 
account for over 70 percent of the output. That is what is significant 
in the market. 

Mr. Faunce. But you could have found out from the producers 
in that State what their volume is. You just relied on the census. 

Mr. Buarr. The census is the only source of this type of data for 
the universe totals—that is, the total production by-all companies— 
without which these market share figures cannot be determined. 

Senator Kreravuver. All right. Go ahead with the chart, Dr. Blair. 

Mr. Anprrson. One further thing. We have been talking about 
wholesale companies, but these are not necessarily wholesale com- 
panies. 

Mr. Buatr. These are the companies that manufacture bread. 

Mr. Anperson. Bread ? 
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Mr. Buarr. Yes, sir. 

Mr. Anpverson. And it could be a wholesaler or it could be house 
to house or it could be a chainstore bakery. 

Mr. Faunce. Yes. 

Mr. Buatr. It could be any establishment, any plant that comes 
within the definition of the census and the method by which the 
bread is distributed is irrelevant to the census’ purposes. 

Mr. Faunce. I just want the record clear. It wouldn’t necessarily 
be wholesale companies. 

Mr. Buarr. Yes. 

Senator Carrot. Mr. Chairman, I wonder if I might, for the pur- 
pose of clarifying my own thinking, go back to chart 1. Let’s take 
my own State, Colorado. What is there reflected on chart 1 about 
Colorado? What is the purpose of this chart? I see notations here 
about Denver, Colorado Springs, and Pueblo. I see Continental is in 
Denver and Campbell Taggart is in Colorado Springs, and in Pueblo 
there is Continental; is that right ? 

Mr. Drxon. In Colorado, the four largest producers have between 
30 and 39.9 percent—— 

Senator Carrotu. I think we ought to get the record clear. I am 
talking about chart No. 1. I have not seen this before. I want the 
record to show that this is the first time that I have seen this chart. 
Now I want to go to chart No, 2. Is the purpose of chart No. 2, now 
that we have identified the large bakers in that area, to show the 
percentage of those that are involved in the Big Eight—if we can 
call them the Big Eight—of the baking industry ? 

Mr. Buatr. No, sir. Probably, in most cases they do consist of 
companies within the Big Eight, but we don’t know that to be a 
fact. It is the percentage accounted for in the State of Colorado 
by the four largest producers of bread in the State of Colorado. 

Senator Carrotu. But we do not know that the four largest in that 
particular area are a part of the Big Eight. 

Mr. Buatr. No, sir; we don’t. 

Senator Carrotu. Now, let’s go to your next chart. Let’s go to 
Denver, for example. Denver has Campbell Taggart. I want to 
see if we are talking about the same inns as we go along. It 
shows them having what percentage of the brands of the largest 
wholesale bakers in major grocery chains in Denver ? 

; Mr. Brak. For Campbell Taggart, 17.8 percent; for Continental, 
percent. 

Senator Carrotu. And then for Safeway would be the balance? 

Mr. Buatr. Safeway had about 11 percent. 

Senator Carroiu. So it shows, therefore, that the three companies, 
seerene to this chart, if I understand it, have about what percent- 
age 

Mr. Brarr. It is 35.3 percent. 

Senator Carrot. That is 35.3 percent of what? 

Mr. Buarr. Of the total market in Denver as reflected by surveys 
of consumer brand preferences. 

Mr. Lavucuitn. May I comment on that? 

Senator Carrott. Yes. I want to see if we are talking about the 
same thing. 
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Mr. Laueuuin. Consumer brand preference does not necessarily 
mean total sales. The question is often asked: “What brand is your 
No. 1 choice? What brand do you prefer?” 

Now, often the housewife doesn’t know. She likes two or three 
brands equally well. But in these surveys she has to come up and 
say, “I like such and such best,” whereas in reality she buys one of 3 
or 4 or 5, maybe 10, brands of bread. So that you cannot weigh the 
volume of sales done in a market by the consumer preference. 

Senator Keravuver. That has been explained, but I assume that 
there would be some fairly close relationship between them. 

Mr. Anperson. Not necessarily. 

Mr. Lauvcuitin. Again, I come back to this. A consumer normally 
rotates between two and three brands. Because she says she likes 
this brand or the other one best does not mean that she buys it all the 
time. 

Senator Carrotu. Let me put a question again. Forgive me; I am 
not trying to lay a trap for you. I am trying to find out what is 
going on here. To be quite frank with you, alt hough I was born in 
Colorado, I never heard of Continental Bakery Co. I may have 
heard of your brand name breads, but I know nothing about your 
operations in Colorado. What percent of the market do you think 
you have in Colorado? 

Mr. Laven. I would have to go back to our own personal survey 
figures. I couldn’t answer that offhand. 

Senator Carroit. Could you give us an estimate? 

Mr. Lavcnurn. I know it is low. There are several bakers there. 
There is one baker that is not mentioned on this chart who does more 
business than we do. : 

Senator Carrot. Coming back to Senator Kefauver’s question, 
would you say from memory—you don’t have to be exact about this— 
that there would be some relation between your total business and the 
percent of the business with reference to these consumers’ bread 
preferences? 

Mr. Lavacuttn. There is some relation between the two, yes, but I 
don’t think that you can say that—— 

Senator Carrotu. Would that be difficult for you to get for us? 

Mr. Laucniin. We make market surveys at our plant each year. 
I would have to get in touch with our Denver plant and find out what 
their market surveys show. We make a survey each year to ascertain 
our trend because we are not willing to accept as factual the surveys 
made by the newspapers. 

Senator Carroti. We will pass, unless the chairman or the staff 
think this is important. Maybe there is one ideal way to find out, 
for example, in my own State, what the difference is. What percent 
of the market do you have? 

It would seem to me for my own information—— 

Senator Keravver. If you can get that, suppose you get it and fur- 
nish it to the committee as soon as possible ? 

Mr. Lavantin. I will be glad to do that. That may take several 
days though, Senator. 

Senator Keravuver. That is all right. We will keep the record 
open. 
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Mr. Laveuturn. I would like to go back to the No. 2 chart. ‘There 
are several things from which somebody might gain the wrong con- 
ception. 

For example, some of these States with the greatest degree of con- 
centration are States with the least population, so that there aren’t 
enough people to support as many bakeries as there are in States with 
a greater degree of concentration. 

I would like to point out that in the State of Delaware, which has 
the greatest degree of concentration, we don’t have a bakery. In the 
State of Vermont we don’t have a bakery. In South Dakota and 
North Dakota, which have a high degree of concentration, we do not 
have a bakery. In Nevada and Arizona we do not havea bakery. In 
South Carolina we do not have a bakery. Again, I must point out 
that most of these States also do not have the high degree of popula- 
tion that some other States do. As the population diminishes, you 
are bound to have a little less concentration because there just aren’t 
enough people to support that many more bakers. 

Senator Knrauver. You mean a higher concentration ? 

Mr. Laveuuitn. The concentration diminishes because there are 
not enough people to support more bakeries. 

Mr. Drxon. Mr, Laughlin, you don’t necessarily have to have a 
bakery in a State to serve it. For instance, Norristown is not very far 
from Delaware. Or you can have a plant in St. Louis and drive 
bread across the river to Illinois. 

Mr. Anperson. Hold it. We have no sales in Delaware—Let’s put 
it that way. 

Mr. Drxon. That would be clearer. 

Mr. Anperson. We have no sales there whatsoever. 

Senator Keravver. All right. Let’s proceed. 

Mr. Pecx. Mr. Laughlin, I am curious to know if the reverse of 
your statement is also true. Wefind the States of Illinois, Ohio, and 
New York with the lowest degree of concentration. Do you do 
business in those States? 

Mr. Laveutiin. We do. 

Mr. Peck. In each one of them ? 

Mr. Anperson. That is generally where Continental is considered 
the strongest. 

Mr. Peck. Continental is strongest in New York, Ohio, and Il- 
linois, and these are the States with the least concentration ? 

Mr, Laventrin. Naturally, where you have more people there is 
room for more bakeries. It just narrows down to that. It takes a 
certain amount of tummies to feed to run a bakery. 

Mr. Buatr. Mr, Chairman, this chart is—— 

Senator Keravver. Is No. 4. 

Mr. Buatr. No. 4. 

(Chart 4 referred to follows :) 
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Mr. Burarr. It is in a way similar to chart 1 in that it shows the 
plant locations of Continental Baking Co. for the eastern half of 
the United States, but in addition to the plant locations it also shows 
the wholesale price in terms of price per pound prevailing at each 
of the cities in which Continental has plants. 

Now the purpose of presenting the data on this chart is to bring 
out the wide variation in price that exists in cities that are within 
a fairly close geographical range of each other. 

To start out 

Senator Kerauver. What is the date of these price figures ? 

Mr. Buatr. As of September 1, 1958. They were obtained direct- 
ly from Continental and they are all in terms of price per pound. 
It will be noted starting with New England, that in Lawrence, New 
Bedford, and Boston, Mass., the price is fairly similar, 16.9 at Law- 
rence, 16.4 at Boston, and 16.4 at New Bedford. But in East Hart- 
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ford, it is 17.4, a cent higher than right over in New Bedford. At 
Holyoke, it is 16.5, at East Hartford, as I said, it is 17.4, and moving 
somewhat to the west we find at Utica it rises to 18.4, which is, you 
will see, over 2 cents higher than it is at Holyoke. Then we come 
down toward the New York area and we find that at New Bedford, 
Mass., we have a 16.4 price, at Bridgeport, Conn., a 17.4 price, and 
then at New York we have 17.4—17.4 versus the 16.4 at New Bed- 
ford. 

I want it to be clearly understood that all of these are Continental’s 
plants and Continental’s prices. Now over here in the western part 
of New York State we have the 18.4 price at Utica, a 17.9 price at 
Rochester, an 18.4 price at Buffalo, but yet coming right down a rela- 
tively short distance to Akron, Ohio, we have a 15.2-cent price, or 
3 cents lower than at Buffalo. 

In Ohio we have a price at Dayton of 15.1 cents and at Akron 15.2, 
and yet in the middle we have Columbus, 16.4. 

Coming toward this area, at Norristown, Pa., we have a price of 18.9 
cents, at Washington, D.C., 17.5, and at Richmond, Va., jn 16.5. 

The price in other words at Washington is a penny higher than at 
Richmond, but more than a penny lower than at Norristown. 

At Kansas City-—— oon 

Senator Krrauver. That is not on that map. 

Mr. Buatr. Yes, it is, sir; Kansas City is over Ries. At Kansas City 
we have 15.6, and at Wichita we have 16, and at Tulsa 17. In other 
words, it is a penny and a half cheaper at Kansas City than at Tulsa. 

Senator Carrott. What is the price at Denver, do you know, Mr. 
Blair? I don’t see it on this map. 

Mr. Buatr. We can get it for you, sir. 

Senator Carrotu. That is all right. I thought you might have it 
handy there. 

Mr. Buatr. These are the prices prevailing at the plants. I just 
wanted to get them in the record to show the great variation in prices 
in relatively nearby cities. 

I am through presenting that chart. 

Senator Kerauver. Do you wish to comment on this, Mr. Laughlin ? 

Mr. Laven. I have no comment, no. 

Senator Carrotz. Mr. Blair, I observe in Omaha the price is 13.1, 
and at Sioux City, Iowa, it is 16 cents. 

Mr. Dixon. That’s right. 

Senator Carrot. At St. Joseph it is 15.5, a 2.5-cent differential, and 
at Kansas City it is 2.5 cents higher than at Omaha. That is why I 
asked this question. I would like to know what the situation is. 
There is some difference between Omaha and Denver. 

Mr. Drxon. Mr. Laughlin, I would like to know why there are these 
different prices. 

Mr. Laveuurn. That is simply your competitive structure. 

Mr. Drxon. In other words, in some places you have competition, 
in others you don’t? Are you mad at the people in Norristown? 
Why do you charge them 18.9? 

Mr. Laveuun. That price, I think, was given to a primary loaf. 
In that area there is also a en loaf. It so happens that the 


cheapest bread market in America is Philadelphia, and that laps over 
into Norristown. 
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Mr. Drxon. You say the cheapest bread 

Mr. Lavautitn. I would say it is about the cheapest, yes. 

Mr. Dixon. And your wholesale price is 18.9 cents $ 

Mr. LavGHuin. We also have a secondary loaf in the market to help 
to combat that price. 

Mr. Dixon. A secondary loaf? Is that a private label loaf? 

Mr. Laveuun. No, it is a secondary loaf. It still bears the name 
of Continental, but it is a secondary loaf. 

Mr. Dixon. At Des Moines, Iowa, you have a wholesale price of 12.3 
cents. Do you call that cheap? To me, that is 6.6 cents difference 
between the price that you charge at Norristown, and you do connote 
Norristown as a cheap price area. What do you call Des Moines? 

Mr. Laveuuin. Des Moines is a catastrophe. 

Senator Keravver. I think you might explain what you mean. 

Mr. Buarr. Mr. Chairman, maybe he would prefer to hold off his 
explanation for a moment. We have some charts on the Iowa situa- 
tion to present next. 

Mr. Laveuun. I have so many questions to answer right now, Sena- 
tor, that I am a little confused as to where to start. 

Mr. Peck. Dr. Blair, are there any two of those cities which you 
have mentioned which are less than 100 miles from each other? 

Mr. Buarr. I think most of the groupings that we try to make here 
are within a hundred or so miles. Whether they are exactly within a 
hundred miles I cannot say. This is done by visual inspection from the 
map. 

Mr. Prcx. The other day Mr. Graf mentioned that a typical mar- 
ket area for bread would be within a radius of 50 or 60 miles of a 
city. 

Mr. Buarr. I think that will show up in the next chart. 

Senator Kerauver. Maybe Mr. Laughlin wants to talk about this 
chart. 

Mr. Laveuuin. I think we can wait until the next one. I would just 
like to comment on the question concerning the price variation. 

We have different competitive situations in every city, and, going 
back to the remark I ie earlier, we either have to match existing 
prices or go out of business. 

In Kansas City, for example, there is a baker from St. Joe who is 
selling private label bread for 10 cents. I don’t know how he does it, 
but he does, and we have a bad pricing situation there. 

Mr. Dixon. Do you bake private label bread for anybody? 

Mr. Laven. In one or two spots. 

Mr. Dixon. Where? 

Mr. Laveuuin. We bake at Indianapolis. 

Mr. Dixon. How about the Philadelphia area? 

Mr. Laveutrn. No, not in Philadelphia. 

Senator Kerauver. What do you mean by a private label? You 
mean you bake it and then put somebody else’s label on it? 

Mr, Laveuturn. That is correct. 

Mr. Drxon. Do you make a private label loaf for Food Fair? 

Mr. Lavenuin. We did at one time. We do not now. 

Mr. Drxon. When did you stop? 

Mr. Lavenutn. Food Fair discontinued it. I don’t recall the date. 
It was some time in the last 2 or 3 months. 
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Mr. Dixon. What about this secondary loaf that you talk about in 
Norristown? Is that of the same grade and quality? 

Mr. Laveuurn. No, it isn’t. 

Mr. Drxon. What is the difference in the bread ? 

Mr. Laveuuin. There is a lesser amount of milk, shortening, and 
sugar. It is often a “blown up” loaf of bread. By that, I mean it is 
baked in a larger pan. 

Mr. Drxon. In other words, you would say it is of different quality ? 

Mr. Lavenuin. Yes. 

Mr. Dtxon. What is the purpose of making it look like the other 
then? Why don’t you make it so that the public can tell what it is? 

Mr. Laveuutn. Well, we are attempting to combat a particular 
price situation, and in some areas we found that this is the most 
effective way to do it. 

Senator Keravuver. All right. Mr. Chumbris? 

Mr. Cuumpris. On the question of quality, how does the quality, for 
instance, of the top grade of your bread and companies like yours 
compare with the chainstore-produced bread ? 

Mr. Laventin. In our opinion, it is a much better. 

Mr. Cuumpris. Then I will ask you a second question. How does 
the quality of your second-grade bread compare with the chainstore- 
produced bread ? 

Mr. Laueuirn. I would say it compares favorably. 

Mr. Dixon. I have heard it expressed that in the trade bread is 
bread. Do you agree with that? 

Mr. Laveuuin. No, sir; but I don’t want to take the time to make 
a speech on that. 

Mr. Drxon. I would like to ask you one thing while we are talking 
— “ these different prices now. Do you buy your products cen- 
trally ¢ 

Mr. Laveuun. That is correct. 

Mr. Dixon. So when you buy wheat, you buy wheat for all these 
various plants? ° 

Mr. Laveuun. We don’t buy wheat. 

Mr. Dixon. You buy flour? 

Mr. Laveutin. That’s right. 

Mr. Dixon. When you buy the ingredient that goes into the bread, 
you buy it at one price; is that right? 

Mr. Laveuttin. No; because freight rates are involved. The de- 
livery price of flour varies in different markets. 

Mr. Drxon. And usually wherever you might expect there to be, for 
instance, a water rate as against a rail rate, you would be getting flour 
cheaper at that locality ? 

Mr. Laveutin. If you want to know the details, I will have to call 
on Mr. Hessel again. I don’t understand everything about the freight 
rates on flour but I know our net delivery price varies. 

Mr. Dixon. It varies by the difference in freight, is that what you 
are talking about ? 

Mr. Lavueuiin. It varies in price. It depends on where it is milled. 
Our flour prices are higher on the west coast than they are in the 
wheat-raising areas of Nebraska and Kansas. 

Mr. Drxon. As you get nearer the giant milling centers, then your 
testimony is that flour is cheaper ? 
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Mr. Laveutin. Asa rule, yes. 

Mr. Dixon. And if I follow you further, it would be cheaper as we 
talk about the necessity to move it from where you buy it; is that 
correct ? 

Mr. Laveutin. I think there are basing points on flour. If you 
want the details, I will be glad to have Mr. Hessel explain these 
basing points. 

Senator Kerauver. Mr. Hessel, do you want to tell us a little about 
the basing point in flour? How is flour sold? 

Mr. Hesseu. The flour is generally sold on a base price from certain 
major milling areas. 

Senator Kerauver. Such as? 

Mr. Hessev. Such as Kansas City. 

Mr. Dixon. Name some. 

Mr. Hesset. Minneapolis. Then to the price of the flour freight 
charges are added. 

Mr. Dixon. How many basing points are there for this flour? 

Mr. Hesse. There is a basing point in the West that I can’t give 
you the detail on. 

Mr. Dixon. But you have named the other two? 

Mr. Hessex. Yes. 

Mr. Drxon. So far as the East are concerned ? 

Mr. Hessex. Those are the major basing points. 

Senator Keravuver. Is Indianapolis a basing point ? 

Mr. Hessext. No; Minneapolis. 

Mr. Drxon. And Kansas City ? 

Mr. Hessex. Right. 

Senator Kerauver. Are they the only two in the East? 

Mr. Hessex. The basing price in Omaha, for instance, may be sim- 
ilar to the basing price in Kansas City. The basing points are usually 
near the source of the wheat used in milling. 

Mr. Drxon. So when you buy flour, if you get it from Minneapolis 
and you want it laid down in Buffalo, the price is Minneapolis plus 
freight to Buffalo? 

Mr. Hessex. Actually it is Kansas City in that instance. 

Mr. Drxon. Kansas City plus freight to Buffalo. What freight is 
it? Do you choose the way ? 

Mr. Hessev. There is a very involved freight rate on flour wherein 
the rate is related to the movement of wheat. If wheat moves from 
the State of Kansas to Buffalo, for instance, then the basing price of 
flour at. that, point is the same as Kansas City plus freight to Buffalo. 

Mr. Drxon. That is milling in transit; is it not, sir? 

Mr. Hessev. That is right. 

Mr. Dixon. So we can understand very clearly, let’s assume there is 
no milling and transit. If you buy flour that comes out of Kansas 
City to Buffalo, it would be Kansas City base plus freight to Buffalo? 

Mr. Hesseu. Plus freight. 

Mr. Drxon. Is the freight figured on freight rate books or is it ordi- 
nary tariffs that anybody can figure out ? 

Mr. Hesset. It is based on ordinary tariffs established by the Inter- 
state Commerce Commission. 

Mr. Drxon. Do you have any choice as to how it is delivered? Can 
you choose to have it delivered by water to make it cheaper to you or 
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will it still be common tariff as quoted by the Interstate Commerce 
Commission ? 

Mr. Hesseu. If water is used, it is used for the movement of the 
wheat, not flour, and the railroad freight rates are equalized with the 
water rate. 

Mr. Dixon. Let’s get the other ingredients that go into bread. 
What are they ? 

- Senator Carrott. May I ask a question before you leave wheat and 
our? 

Senator Krrauver. Senator Carroll. 

Senator Carroiu. Does your purchasing volume give you any added 
advantage over a local] baker who buys his flour in a local market ? 

Mr. Hessex. I do not think it does on carload purchases. In other 
words, the mill offers the price to us that it offers to all of their larger 
users, and I believe it starts in carloads. 

Senator Carrotit, Are you then saying, if I understand you, that 
this same price that is set, you say, by the tariff, applies to all bakers? 

Mr. Hessen. Yes. You mean the Freight rate? 

Senator Carrouu. Yes. 

Mr. Hessex. Yes. 

Senator Carrot. The basing point? 

Mr. Hessev. Yes. That is established by the railroads and by the 
Interstate Commerce Commission. 

(At this point in the proceedings, Senator Hart entered the hearing 
room. 

pce Keravuver. Senator Carroll, let’s pause a second. We are 
very happy to welcome Senator Hart of Michigan. | 

Senator Harr. Mr. Chairman, I apologize for being late. 

Senator Kreravuver. This is Mr. Laughlin and other officials of the 
Continental Baking Co. who are with us, Senator Hart. 

Senator Carrouu. I think the purpose of my question is very clear. 
By virtue of the size of your business, do you have any advantage in 
volume purchasing over a local baker? As I understood your testi- 
mony, this is not true under the tariff schedules except in carload lots. 

Mr. Hessen. Carload lots. 

Senator Carrott. Now one further question. Does this apply to 
discounts? Do you get discounts by virtue of this volume purchas- 
ing? 

Mr. Hessew. No, sir. 

Senator Carrotn. Then is the sum and substance of your testi- 
mony that you do not have any advantage in any respect over local 
bakers? 

Mr. Hessex. If they are of a size that would use normal amounts of 
an individual bakery. 

Senator Carroiy. Carload lots? 

Mr. Hessev. We will say an individual bakery in our operation. 

Senator Carron. Thank you. 

Senator Kerauver. I think Mr. Chumbris has a question on this. 

Mr. Cuumeris. Mr. Laughlin, I was speaking of quality a moment 
ago, and now I have one further question. As to the level 1 and level 
2 bread that you put out, could you give us percentagewise how much 
of level 1 bread you sell and how much of level 2 bread? 

Mr. Lavueuuin. It varies by markets. I mean there isno—— 
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Mr. Cuumpris. What would your overall national figure be? 

Mr. Laveutin. We sell more of the higher quality bread than of 
the lower. 

Mr. Cuumpris. Two to one would you say? 

Mr. Laveuutn. Far more than that. 

Mr. Cuumpris. And is the purpose of the level 2 bread primarily 
to meet the competition of the chainstore-produced bread ? 

Mr. Laveuurn. Chainstore and private label bread. 

Mr. Cuumpris. Thank you. 

Senator Keravuver. at is the usual difference between the price 
of the two, Mr. Laughlin ? 

Mr. Lavucuuin. Well, your secondary bread is usually priced at the 
price of the chainstore bread or very close to it, a cent or so from it. 

Senator Krerauver. You mean retail? 

Mr. Laven. Retail, yes. It is something that you don’t like to 

o into. 
7 Senator Keravver. All right, sir. 

Mr. Drxon. Mr. Hessel, will you give us the price lists that are 
submitted to your company by the various flour producers that you 
buy from, showing all the terms and the conditions on which you 
buy? As I understood your answer to Senator Carroll, = said you 
didn’t think you were getting any advantage that any other producer 
wasn’t getting. 

Senator Keravuver. If they bought in carload lots. 

Mr. Hessen. As of what date? 

Mr. Dixon. As of the present or for the last 6 months so that it will 
be current. 

Mr. Laueuitin. As you realize, we don’t buy flour every day. I 
mean we go into the market and we may buy flour in advance for 60 
or 90 days. 

Senator Keravver. As of the last time you made a big purchase? 

(The materials referred to may be found on p. 6612.) 

Mr. Lavcuuin. It isn’t every day that we are in the market buying 
flour. 

Senator Carrotu. That raises another question in my mind. Then 
by virtue of your purchasing capacity to go into the market and fol- 
low the market, you can take advantage of low prices. Do you think 
this would give you some advantage over a local merchant even though 
he did buy carload lots? 

Mr. Laveutin. I would say if he bought flour that same day he 
would get the same price. 

Senator Carrot. I am thinking in terms of your storage. I want 
you to understand that I am not critical. When you follow the 
market, do you have large storage facilities? 

Mr. Lavueuuin. No. 

Senator Carrotu. You are buying flour all the time ? 

Mr. Lavenuin. We buy it for future deliveries. 

Senator Carrouu. I see. 

Mr. Dixon. Would you name the other principal items that go into 
your bread? 

Mr. Hesse. Shortening. 

Mr. Dixon. Do you buy shortening in one central order the same 
way you buy flour? 
35621—59—pt. 129 
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Mr. Hessev. Yes, but from many different sources. 

ain: Dseow. Do you try to buy it at one time rather than spreading 
it out? 

Mr. Hesse. Generally speaking, no. I mean that we do not con- 
tract for given amounts of shortening. 

Mr. Drxon. Do you take advantage of any quantity discounts that 
are offered ? 

Mr. Hessex. We may buy at a market price for forward delivery 
for a period of—usually the maximum is 120 days. 

Mr. Drxon. What are the other principal items? Do I have them 
all now, flour and shortening? 

Mr: Hessex. Milk. 

Mr. Drxon. Do you buy milk from one central source? 

Mr. Hessex. No; we buy it from a number of sources, 

Mr. Drxon. For each plant? 

Mr. Hesset. Yes. 

Mr. Drxon. Are there any other items that we should know about? 

Mr. Hessen. Yes, sir, yeast. That is a major ingredient, and it is 
purchased on a flat price which I believe is available to any user of 
a nominal quantity. I believe the breaking point is 2,500 pounds or 
more. 

Mr. Dixon. You buy it as one central purchase for all the plants, 
is that correct ? 

Mr. Hessex. Yes. 

Mr. Drxon. Do each one of those plants have a different labor 
contract ¢ 

Mr. Anperson. That isn’t his area. 

Mr. Drxon. Mr. Laughlin? 

Mr. Laven. Yes; all contracts are negotiated locally. 

Mr. Drxon. All are local contracts? 

Mr. Laveuttn. Yes. 

Mr. Dixon. So then you may have a different labor cost at each of 
your plants? 

Mr. Buatr. No, Mr. Dixon. I do not believe that Mr. Laughlin 
means to convey the impression that regional settlements are not 
effected with the unions so that they pay the same wage rate in a 
number of plants within a given area. 

Mr. Laven. All contracts are negotiated locally. Sometimes 
there are similar contracts and sometimes there aren’t. 

Mr. Drxon. My question is whether it is possible to have a different 
labor cost at every one of those plants. 

Mr. Laveuttn. It is, yes. 
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Mr. Drxon. All right, sir. 

Senator Carro.. i would like to go into one other question about 
speculation in the commodity market in futures. There is nothing 
wrong with that. Other people do it so the purpose of my question 
is not to criticize but to ask a further question. By virtue of your 
speculation, you are buying in the commodity market. Do you also 
hedge and in your hedgings, if you do hedge, does that give you some 
advantage over a local baker who does not go into the futures market ? 

Mr. Lavueuiin. We sometimes go into the futures market, but any 
local baker can do the same thing. He might not hedge on as large 
a quantity, but he still can go into the futures market Just as well as 
we can. 

Senator Carroti. Then this is a practice. There is some hedging 
then ? 

Mr. Laven. Yes. 

Senator Carrotu. Is this done also by the co-ops; do you know? 

Mr. Laveuuin. I don’t know. 

Senator Carrotu. Is this done by other companies of the Big Eight? 

Mr. Lavenurn. I don’t know. 

Senator Carroitz. You are not familiar with their practices ? 

Mr. Laveutin. I have never discussed the matter with them. 

Senator Carrott. Then may I ask Mr. Hessel, Are you familiar 
with the practice in the industry ¢ 

Mr. Hessex. No; I do not know about anybody else. 

Senator Carroiti. Thank you. 

nat uate. Mr. Chairman, shall I continue and finish up with these 
charts ¢ 


Censtor Keravver. All right, Dr. Blair, will you explain what they 
are? 

Mr. Bram. The next charts are all what we are referring to as route 
charts. To understand them it is necessary to realize that out of the 
larger communities where bread is manufactured it is frequently the 
practice to distribute the product to certain depots, or loading stations, 
as they are referred to, in large truck trailers. At these loading sta- 
tions the bread is transferred into smaller delivery trucks, or route 
trucks, which then deliver the bread to various communities on their 
respective routes. A simple example of the point that we are trying 
to make with these charts is provided by the first chart before you, 
which would be chart 5, Mr. Chairman. It shows the distribution of 
bread by Continental Baking Co. out of its Columbus, Ohio, plant. 
At Columbus, Continental sells the bread at 16.4 cents a pound. 

(Chart 5, referred to, follows :) 
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Senator Krerauver. Give the date that these figures refer to. 

Mr. Buatr. Again, these prices are for the same date, Senator, Sep- 
tember 1, 1958. 

Mr. Dixon. The square indicates a plant on these charts? 

Mr. Buarr. The square indicates a plant. The triangle indicates a 
loading station or depot or distribution station, as they are referred to. 

Mr. Dixon. And the dotted line? 

Mr. Buatr. And the dotted or dashed line reflects the route taken by 
the route truck after it picks up the bread at the loading station. Now, 
at Columbus the price, as I said, is 16.4 cents. 

Mr. Dixon. It is baked there? 

Mr. Buarr. Yes, sir; it is baked there. The big truck trailer then 
carries the bread to New Lexington, which is a distance of 55 miles. 
There the bread is then transferred into route trucks. 
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At New Lexington the price is also 16.4 cents. One of those route 
trucks goes all the way into West Virginia. It goes to Marietta from 
New Lexington, a distance of 59 miles, and then from Marietta down 
to Parkersburg, a distance of 14 miles, making a distance of over 120 
miles from where it is baked. 

The interesting fact about the showing is that at Parkersburg the 
bread is sold at a lower price than where it is made in Columbus. It 
is sold at 15.2 cents, as contrasted to 16.4 cents at Columbus. 

Mr. Dixon. And handled twice? 

Mr. Buatr. Yes, sir, and handled twice. And of course, both the 
delivery truck and the truck trailer then have to dead end it back to 
their respective destinations empty. The costs of such distribution of 
course are probably not insignificant. The same thing happens over 
here at Utica, N.Y., on chart 6. 
(Chart 6 referred to follows :) 

im 


L & . \ ia ~ ' 
) ba A 


















Ye ce yee 


yes 


\ _ 
Be PS 





r, Sep- 


icates & 
rred to. 


vken by 
. Now, 


ler then 
5 miles. 


6162 ADMINISTERED PRICES 


Mr. Brair. There bread is produced at the Utica plant and sold at 

Utica, as has been previously indicated, at 18.4 cents a pound. One 
truck goes up to Great Bend where the bread is also sold at 18.4. 
- Another truck goes all the way up to Potsdam, which is a distance 
of some 125 miles. The bread is then transferred into a delivery 
or route truck which distributes the bread at Tupper Lake, Cran- 
berry, Briggs, and Fine. In those communities the bread is sold at 
a price of 17.4 cents a pound, which is 1 cent cheaper than where the 
bread is made, after transportation of apparently over 150 miles. 

Senator Krravyer. Before you leave those charts, do the other 
charts refer the same type of practice? 

Mr. Briar. The rest of the charts are illustrations of the same type 
of & ‘actice. 

Senator Kerauver. Mr. Laughlin, would any, of you like to com- 
ment about these two charts or would you rather hear them all ex- 
plained first ? 

Mr. Laveuuin. Yes, I would like to. On the Columbus situation 
it is very simple. In the Parkersburg-Marietta area there are four 
bakers; Storck, Mootz, Heiner, and Betsy Ross. All we are doing is 
meeting their price. If we quoted the Columbus price, we wouldn’t 
get any business. That is the thing you have to decide: Are you going 
to be competitive or aren’t you going to do any business? 

Our manager apparently decided to be competitive. 

Senator Keravver. Is that at Parkersburg? 

Mr. Laveutin. That is what the map shows. 

Senator Kerauver. That is the Parkersburg-Marietta area. 

Mr. Laveuuin. I might also point out that these roads that you 
see outlined here are not one-way roads. The local bakers can tra- 
verse back. It isn’t simply the case of our going there. They also go 
in areas in the direction of Columbus. 

Mr. Drxon. You mean that the baker who sells at Parkersburg can 
ride up your road and get 16.4 cents for his bread ? 

Mr. Laveuttn. That’s right. * 

Mr. Buatr. Does he? 

Mr. Lavenuin. Now I want to comment on Utica. This happens to 
be an example of another situation. 

Mr. Drxon. Before you leave that, you said they could do that. Do 
they do that? 

Mr. Laveutin. I don’t know whether they do or not. In many 
areas they do. I can’t answer in this particular area. 

Mr. Drxon. In other words, you know it does happen, where they 
come from a lower priced area back into a higher priced. 

Mr. Laveuttn. That’s right. 

Senator Carroti. May I ask a question before you leave that? 

Senator Keravuver. Senator Carroll. 

Senator Carrort. At Marietta or Parkersburg, did I understand 
you to say that there are other large bakers in that area? 

Mr. Laveuutn. There are four bakers in that area. 

Senator Carrot. How large are they? Are they part of this Big 
Eight we are talking about? 

Mr. Laveutin. No; they are all independent so far as I know. I 
think one of them is a branch of a group that has five or six bakeries, 
but none is a part of the so-called Big Eight that has been referred to. 
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Senator Carrotu. Can you give me some idea at this time what 
aa of the trade you have in this area, either Marietta or Par- 

ersburg ? 

Mr. Laven. I wouldn’t know. 

Senator Carroti., Would it be a substantial portion ? 

Mr. Laucutiin. I would guess it is relatively small. 

Senator Carroiy. Relatively small ? 

Mr. Laventin. Yes. I say it is a guess; but, as a rule, a local baker 
has a decided advantage. 

Mr. Dixon. What was the effect on those four companies when you 
came into Parkersburg and met their price ? 

Mr. Lavanutn. I assume we got some business there. 

Mr. Dixon. So they lost some volume? 

Mr. Laventin. Yes; but I don’t think it is the intent of this com- 
mittee to suggest that competition be restrained. 

Mr. Drxon. No; but we would like to know some of the facts about 
it. We would like to know whether or not when you were selling 
there, was it above or below your cost at Parkersburg ? 

Mr. Laveuttn. I can’t answer that. I would assume, though, that 
we figured we could come out on top or we wouldn’t have gone in, 
because in cities where the cost of bread is too low we have stayed out. 

Mr. Drxon. Do you keep all of your costs in an aggregate out of 
one plant or do you know what your costs are down to Parkersburg? 

Mr. Laveuuin. We know what our costs are, and we know what our 
costs of distribution are. 

Mr. Drxon. Don’t you figure it from one plant though? 

Mr. Laveutin. It is always from one plant. Our bakery records 


are just as separate as if they were from separate companies. 

Mr. Dixon. We heard Mr. Graf say that about 60 miles added one- 
half a cent per pound. When you haul bread in major quantities, 
such as to a substation would a agree to that? That is in major 


quantities in a refrigerated truck down to a substation. 

Mr. Laveutin. It might add that amount, yes. 

Mr. Drxon. When you haul it from there in route trucks, it is con- 
siderably higher by miles than when you haul it in these large refrig- 
erated trucks; is it not? 

Mr. Laveutin. Well, in figuring your costs out of a bakery you 
have routes running 50 miles or so. This cost would be the same as 
the cost out of the Talers, The only additional cost is the transpor- 
tation cost to the depot. 

Mr. Drxon. When you went into Parkersburg, did you just go in 
there and offer to meet the price or did you go in there with a promo- 
tional plan? Did you offer to give free bread for a while or set up 
racks or engage in other practices that are referred to as promotional 
allowances? 

Mr. Laventuin. I don’t know what we did in Parkersburg. I think 
we have been in Parkersburg for a good many years. 

Mr. Drxon. When you go into a new area, do you promote your 
product by various plans? 

Mr. Lavauutn. Well, you advertise your product. You have to do 
something to let the public know you are in town. 

Mr. Dixon. We hear of companies coming into a given town on a 
given day and giving away bread. We had testimony from Mr. 
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Angus McDonald—you were here and heard him—that he presented 
to one of the small business committees that they offered $100 to one 
store and $50 to another store to handle their bread. Do you engage 
in promotional plans such as that when you go into a new area? 

Mr. Laveuitn. Not to my knowledge have we given $100 or $50 or 
any money to get into a store. 

Mr. Drxon. You do offer to furnish racks to stores, don’t you ? 

Mr. Laveuutn. If the area is an area in which bread racks are 
furnished. We attempt to meet whatever are the local ground rules. 

Mr. Dixon. What are your rules when you go in? You set rules, 
too; don’t you? 

Mr. Lauveuutn. Not when we go into a strange area, 

Mr. Drxon. When you go into a new area, you do just what is 
happening there and nothing else? 

oy Laucuuitn. We attempt to follow their local rules. 

Mr. Drxon. In other words, you go in and you accept what you find 
there and you try to meet it; is that it? 

Mr. Laveuutn. That is correct. 

Mr. Drxon. And if you do find a situation like you did in Parkers- 
burg with bread selling at 15.2, you adopt that price? 

Mr. Lavexuurn. That’s right. 

Mr. Dixon. Do you ever try to raise it? 

Mr. Lauveutuin. Yes. I will have to refer to a letter here. Your 
other map happens to be Potsdam, out of Utica. We went into the 
Potsdam area, and after we had been in for a while, we raised the 

rice of bread from 18 cents—this letter is not based on a pound 
oaf of bread but on the prevailing price of a larger loaf—from 18 to 
19.5 cents. Our competitors raised from 18 to 18.5 cents and at the 
end of a week we cut back to 18.5. There is a case where we did at- 
~— to raise the price. Competition did not follow and we had to 
cut back. This occurred in 1957. However, without going into long 


details on each of these markets, it is our policy to meet the local 


market pricing conditions. If the local baker’s price is lower, we 
have a choice of two things—either to meet it or not go in. 

Senator Carroiti. To put the question a little bit more bluntly, 
going back to Columbus, you have bread at 16.4 and you move into 
a new area. In that area there is a competitive pricing situation, as 
7 have testified, where in Parkersburg there are four independent 

akers. Can you by virtue of yor size move into that area, disrupt 
the market by undercutting it? This is the question that I want to 
put bluntly. Do you attempt todo that? Do you go into these areas 
and undercut the market ? 

Mr. LaveHurn. We do not. 

Senator Carrot. Do you go into those areas and meet the going 
price for bread ? 

Mr. LavcHiin. We meet the going price of bread in that market. 

Senator Carroti. And whatever promotional schemes that you have 
or advertising schemes to advertise your commodity—are there give- 
aways in your program? Is there anything in your program that 
undercuts the basic market of the local independents ? 

Mr. Laveuuin. The only giveaways that occur, as has been tradi- 
tional in the baking industry for years, is that a baker going into a 
new market may give a day’s or 2 days’ supply of bread free as a means 
of getting the grocer to feature it. 
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Senator Carrott. Do you know of any instancé where you go in 
and disrupt the market, lower the price below the going market, and 
then after you seize control of the market, that you increase the price? 

Mr. Lavcuurn. I don’t know of a single case where that has 
occurred. 

Mr. Dixon. Mr. Laughlin, may I pursue that point a little bit fur- 
ther? You are not losing money at Parkersburg, is that right? 

Mr. Anverson. He said he didn’t know, Mr. Dixon. 

Mr. Dixon. You don’t know whether you are losing or not? 

Mr. Laveuuin. I don’t know. I would assume not. 

Mr. Drxon. At Columbus your wholesale price is 16.4. I notice 
on chart 1 that at Columbus there are four major wholesale bakeries. 
There are three others besides Continental—American, General, and 
Ward—and I assume some small independents. Now I would assume 
that you would not sell your bread at Parkersburg if you were losing 
money there, would you ? 

Mr. Lavueutirn. We might, yes.. We have a choice of two things. 
We have a choice either to meet the local pricing conditions or not go 
into the market. 

Mr. Dixon. Let me understand you correctly. You might be losing 
on every loaf of bread you are selling in Parkersburg; is that what you 
are Saying ? 

Mr. Laveuttn. It is possible you might be losing a very small 
amount. Again, that comes back to the volume you have. As your 
volume goes up in your bakery, your costs go down. 

Mr. Dixon. In other words, volume affects cost ? 

Mr. Laveutin. Very definitely. 

Mr. Drxon. Now let’s assume that you are making money in Par- 
—t You must be making more money at Columbus then, would 

ou not 
. Mr. Laveuttn. I would say we are; yes. 

Mr. Dixon. If you can make money at Parkersburg at 15.2, why 
don’t you sell your bread for 15.2 in Columbus? 

Mr. Laveuurn. The fraction that we might be making would be so 
small that you couldn’t adjust your price. A lot of prices have been 
quoted, for example 16.4. I don’t know whether that is for a 20-ounce 
loaf or a pound-and-a-half loaf. 

Mr. Dixon. These are all 1-pound loaves. 

Mr. Laveuurn. All right. There may be a variation of a quarter 
of acent. If we were to reduce the wholesale price of bread a quarter 
of a cent, it would not affect the retail price. 

Mr. Drxon. There is 1.2 cents difference here, or in round figures, 
over lcent. That would affect sales, would it not ? 

Mr. Lavauiin. We could not do business down there if we did 
not meet the local conditions. That is a decision we have to make. 

Mr. Faunce. Mr. Chairman, may I make a statement ? 

Senator Kerauver. Yes, Mr. Faunce. 

Mr. Faunce. I think this record should show, and I am sure that 
the committee will be interested in the historical fact, that in 1940 and 
1941 this question of the right of the Continental Baking Co. to sell 
at different prices from a given baker was before the Federal Trade 
Commission on a charge against us that that constituted a Robinson- 
Patman violation. After 15 hearings covering a period of 2 years in 
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different parts of the country where this type of situation existed, our 
defense was that we met a price in that market in good faith to meet 
competition. The Commission dismissed the complaint. 

Senator Keravuver. What was the date of that ? 

Mr. Faunce. 1942 was the date of the decision. The Commission 
went no further than that. 

Mr. Drxon. In other words, you established meeting competition, is 
that what you say ? 

Mr. Faunce. Yes. 

Mr. Drxon. In good faith? 

Mr. Faunce. That’s right. Their theory was that we should sell 
at the same ~ from every bakery. 

Senator Kzrauver. We will get a copy of the decision and if it is not 
too long, we will have it printed in the record. 

(‘The decision referred to may be found on p. 6582.) 

Mr. Faunce. It is very short. 

Senator Keravuver. I will direct the staff to do so. 

Just explain briefly what the other charts are, Dr. Blair. 

Mr. Buatr. There are only two more, Senator. These next two 
charts have to do with the Iowa situation. The first shows the varia- 
tion in prices out of the Sioux City plant. 

Senator Keravver. That is chart No. 7, is that correct? 
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(Charts 7 and 8 referred to follow :) 
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Mr. Buarr. Chart No. 7. The following chart, No. 8, shows the 
pricing pattern out of the Waterloo, Iowa, plant. At Sioux City 
Continental bakes bread in its plant there and sells at 16 cents a 

ound. 
. Senator Keravver. Is that at Waterloo? 

Mr. Bratr. At Sioux City, sir. It then distributes that bread to 
several points where it is sold at 1 cent below the price at Sioux City. 
It is sold at 15 cents at Yankton, 15 cents at Sioux Falls, 15 cents at 
Worthington. Bread is also transported 125 miles to Fort Dodge 
where it is sold at 12 cents, or no less than 4 cents less than where it 
is produced in Sioux City. 

In addition one truck carries bread to a loading station at Spencer, 
where it is transferred to delivery trucks which then distribute into 
a number of communities in the general Spencer area—Spirit Lake, 
Estherville, Emmetsburg, Pocahontas, Storm Lake and so on. In all 
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of these communities served out of Spencer which is 96 miles away 
from Sioux City, the price is only 12 cents a loaf. 

The same situation obtains out of the Waterloo plant. There the 
price is 16.4 cents a loaf. The bread is distributed at that same price 
at Decorah and Mason City. One truck moves east to Dubuque where 
the bread is sold somewhat below the Waterloo price, namely at 14.5 
cents a pound. Another truck comes up to Mason City and a delivery 
truck moving out of Mason City distributes the bread to the com- 
munities of Robinson, Iowa Falls, Bradford, and Geneva where it is 
sold at 12.3 cents, again 4 cents below the price at the city where the 
bread is baked. Then still another delivery truck loading at Mason. 
City takes the bread westward to Britt, Hutchins, Wesley, Sexton, 
Bancroft, Burt, Algona, and other communities, at each of which 
the price is again 12.3 cents. The distance between Waterloo and 
Mason City is 75 miles and the distance between Mason City and 
Algona is 57 miles or a difference of roughly 132 miles from the com- 
munity in which it is baked, namely Waterloo. 

Mr. Dixon. Mr. Laughlin, you referred to that situation at Des 
Moines a while ago asa catastrophe. Is the situation you are referring 
to the one that is represented on chart 7 where you are selling bread 
for 12 cents a pound wholesale ? 

Mr. Laveutin. Where the price of bread is 12 cents, that price 
in all cases, I believe, is due to competition of bakeries running out of 
Des Moines. Though we may meet some of these areas out of our 
Waterloo plant or out of our Sioux City plant, we have bakeries in 
Des Moines, that also run into those areas. 

When I talked about Des Moines, I would like to give you a little 
history on this to show you what happened. 

= Drxon. Aren’t there some small independent bakeries in that 
area 

Mr. Laveuurn. There are lots of them. 

On August 8, 1958, Campbell Taggart dropped the price of their 
bread to 15 cents—that was for a 20-ounce loaf of bread. We fol- 
lowed, as did other bakers in that area. 

Senator Carroiu. In what area was that ? 

Mr. Laveuin. That hit all of the area that Campbell Taggart 
covered out of Des Moines, because they dropped the price in all the 
area. On October 18 of that same year when the drop in the price had 
been from 20 to 15 cents, we raised the price of our bread back to 20 
cents. This was for a 20 ounce loaf of bread. On October 20, 2 days 
later, Peter Pan followed, as did Butternut, Colonial and Strand. 
Strand is a local baker. I am not sure just where this bakery is 
located, but it is out of Des Moines. 

Then, on October 22, we raised the price in an additional area, and 
on the 23d the local baker in Fort Dodge followed in that same area. 

On October 24 Butternut reduced the price of their bread in the 
suburbs outside of Des Moines back to the original 15-cent price be- 
cause Campbell Taggart had never moved. 

On the 25th, Peter Pan, Strand, Pan-o-Gold, and Wonder reduced 
back to 15 cents. 

On November the 14th Butternut dropped its price back in the city 
and on the next day Continental and Peter Pan also dropped back in 
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that city. We were up in price for almost a month, and we suffered a 
terrific loss of sales during that period of time. 

Mr. Drxon. You are saying Campbell Taggart is the one that es- 
tablished this price initially ¢ 

Mr. Laveuurn. In this particular case. 

Mr. Drxon. Go ahead. 

Mr. Laveuttn. That is briefly the story. 

Mr. Dixon. Are you losing money because of what is depicted on 
sor No. 7 when you sell bread at 12 cents wholesale for a 1-pound 

oa 

Mr. Laveniin. We are losing money, yes. We tried to correct it 
and we were unsuccessful. 

Mr. Dixon. Would it be fair to say you are better able to lose money 
than some of the small independents out there ? 

Mr. Laveuttn. I would say part of the background of this trouble 
was caused by some of the small independents who first cut the price 
of bread. 

Some of them brought private label into Des Moines at a very low 
price, and there was price cutting by some of the independents in that 
area. 

Mr. Drxon. Is your Sioux City plant showing a profit ? 

Mr. Laventin. Our Sioux City plant has been on strike for 5 
weeks. It is very definitely in the red right now. 

Mr. Drxon. Prior to this time, were you showing a profit? This 
price was in September 1958. Was your Sioux City plant showing 
a profit then ? 

Mr. Lavenrin. It was not showing a profit at that time, but that 
was due to another situation. A local competitor in Sioux City had 
moved into the private label business with all the chains in Sioux City, 
and our volume of bread was drastically reduced to a point where we 
were not making any money. We were not making money, however, 
duetoalossof volume. This was asmall chain bakery. 

Mr. Drxon. Were you showirg a profit at that time out of the 
Waterloo, Iowa, plant? 

Mr. Laveutin, Yes, 

Mr. Drxon. At the same time that one of your branches was going, 
as Dr. Blair has described it, approximately 100 miles and you were 
selling bread for 12.3 cents per pound wholesale, the overall plant op- 
eration was returning a profit, was it? 

Mr. Laveutrn. That is correct. 

Senator Carrotn. May Task a question along this line? 

Senator Krravuver. Senator Carroll. 

Senator Carrot. Using the Sioux City, Iowa, plant on the chart, 
assuming that that figure of 16 cents is right, you moved into this area 
as indicated by the dotted line. What was the price of bread when 
you moved in there? 

Mr. Laventi. We didn’t move in. We have been in this area 
for years, sir. This isn’t a case of a new movement. 

Senator Carroii. You have been in this area for a long time? 

Mr. Laveuuin. Oh, yes. This was not a case of moving into a new 
route or a new territory. We have covered the whole area shown on 
this map for'25 or 30 years, I would say. 
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Senator Carrot.. Have the prices always been depressed? Has it 
always been a catastrophic oaat 

Mr. Laveuuin. No. Fortunately, I might say, it has not. 

Senator Carroti. When did it develop? Was there a price war 
going on? 

Mr. Laveuurn. The drop, according to the information given to 
me, was on August 8, 1958. 

Senator Carrouu. So is that when it went down to 15 cents? 

Mr. Laveuuin. Yes. 

Senator Carrouu. That is for a 20-ounce loaf? 

Mr. Laven. That.is correct. 

Senator Carroiu. So in this case Campbell Taggart really set a 
price schedule that you were all forced to meet. 

Mr. Laveutin. That is correct. 

Senator Carroui. And is that the price scale now in that area? 
What is the situation there now ? 

Mr. Laveuun. Unfortunately, Des Moines is also on strike and 
has been for 4 weeks. I don’t know what is going to happen. 

Senator Carrouu. I was thinking in terms of the market price. 

(At this point in the proceedings, Senator Kefauver left the hear- 
ing room. ) 

fr. Laveuutn. Since that time the price has moved up some... I 
don’t recall the exact pricing, but it was better prior to the strike. 

Senator Carroty. What is the Campbell Taggart price now, do 
you know ? 

Mr. Anperson. They are all on strike. 

Mr. Lavucuuin. They are all on strike. Practically the whole State 
of Iowa is closed down right now. 

Senator Carroiu. This is one of the purposes of my question. I 
think you said you we operating under great difficulty. Although you 
had volume you suffered a loss. Was that as a result of a low price 
set by Campbell Taggart ? 

Mr. Laveutrin. That was the result of the low price, yes. 

Senator Carrot. And, therefore, a large company can go in and 
set a low price and other companies have to meet that price to compete 
in that market. That puts a pretty severe squeeze tdo on the inde- 
pendents; does it not ? 

Mr. Laveuuin. Certainly. It puts a squeeze on anybody doing 
business, It is my understanding, thongh, that some of this dif_- 
culty started through the actions of some of the smaller independents. 
I think that Campbell Taggart felt that it was protecting itself. 

Senator Carrot. They have been in this market, too, for many 
years, I assume. 

Mr. Lavueuuin. Yes. 

Mr. Cuumerts. Mr. Chairman, 

Senator Carroiu. Go ahead. 

Mr. Cuumpris. Mr. Laughlin, carrying on a little further along 
the line of questioning that Senator Carroll just brought out, let’s 
say you are in a situation where you are caught in a market that you 
have been in for years and the price is,depressed, as pointed out here. 
You have a choice of either staying in that market or pulling’ out. 
Now from a, practical point of view, and feeling that this depressed 
market may be existing for a limited amount of time, what, are the 
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economics in the matter for you to pull out and then try to get back 
into the market or tiny in and taking a loss for a period of time? 
e proceedings, Senator Hart left the hearing 


(At this point in t 
room.) 

Mr. Laveutin. I think that if you pulled out and attempted to go 
back in, it would probably cost you more money than staying in and 
hoping that the situation would straighten itself out. Fundamentally, 
everybody would like to operate at a profit, so that you know these 
things are probably not going to continue too long. 

Mr. Cuumepris. Most of these questions are directed to get some 
information from the testimony brought out by Mr. Graf the day 
before yesterday about clobbering, either spot clobbering or going in 
with two or three companies. I think you have in mind the Mead 
Fine Bread case, which went all the way up to the Supreme Court, 
where one baker went into a small town where there was only one 
local baker and cut the price so low although he was making it in his 
other plants around New Mexico and Texas. Then after he knocked 
the little fellow out, he took over the whole town and went up in his 
regular price on bread. That is I would say most of the reason for 
this line of questioning. 

Mr. Laveu.in. We are very conscious of the Mead case. All of 
our people are very conscious of the Mead case, and I think I can say 
that there is not a city in the United States in which Continental 1s 
guilty of such a practice. And I think this is also true of all the 
other members of the so-called Big Eight. I don’t believe there is one 
of them that is intentionally involved in, that type of practice. 

Mr. Cuumpris. When Mr. Graf was on the stand the other day, I 
asked him this question, whether since the M/ead Fine Bread case he 
has noted a change in this clobbering that he was testifying to. I 
think your answer now is that you, at least your company, has very 
much in mind the results of the Mead Fine Bread case and what it can 
do. 

Mr. Lavenuin. Right. 

Mr. Cuumprts. Thank you, Mr. Chairman. 

Mr. Laven. I might add that there is a general concern in pro- 
tecting the independent bakers. Mr. Graf’s testimony pointed out 
that his group made an average profit based on sales of 4.35 percent. 
The average of the so-called Big Eight in the year of 1958, was 2.92 
percent. 

I am beginning to wonder who needs the protection. 

Mr. Cuumeris. Are you going to put into the record the percent- 
age of your profits on sales? 

Mr. Laven. It isin our annual report. 

Mr. Cuumpris. And how does that reflect over the last 10 years? 

Mr. Laucuurn. We made 2.70 percent last year. I would be glad 
to submit an annual report which will show that for the record. I 
have before me here the reports of the last 5 years. In 1954 we made 
2.68 percent; in 1955 we made 3.17 percent; in 1956 we made 2.64 per- 
cent; in 1957 we made 2.52 percent; and in 1958 we made 2.70 percent. 

Senator Carroiu. Is that income based on net sales ? 

Mr. Laven. Yes. 

Senator Carrotyi, Perhaps at this point I might ask a few ques- 
tions for the record. 
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Mr. Dixon. We put in the record, Mr. Chairman, Continental’s 
profits on net worth after taxes. 

Senator Carrot. What I want to do now is find out a little bit 
about your capitalization. What do you capitalize at? How many 
shares of stock are outstanding? And the value? 

Mr. Laveutr. Our long term debt is $17,319,000. This is at the 
end of the year 1958. We had 128,000 shares outstanding in pre- 
ferred stock. 

Senator Carroti. What is the value? 

Mr. Laveuuin. The stated value is $12,800,000. It is a $5.50 pre- 
ferred stock. And we had in common stock outstanding $1,866,567 
shares stated at $27,981,011. 

Senator Carrot. Is that stock on the open market ? 

Mr. Lauauur. Yes; it is listed on the New York Stock Exchange. 

Senator Carrotit. What has been its advance or loss within the last 

ear ¢ 
° Mr. Laven. It has advanced during the last year. I do not 
recall the price at this time a year ago, but it is up. 

Senator Carro.u. What is its price today ? 

Mr. Lavueuuin. Forty-four, 1 believe, 4414. 

Senator Carro... What was its price 10 years ago? Do you know 
that offhand? Actually, what I want, so there will be no confusion, 
I always want to keep the cards on the table; what I am interested in 
is your stock appreciation. Have you had any stock splits? 

r. Laveuurn. We had a 10-percent stock dividend a year or so ago. 

Senator Carroti. Any stock splits? 

Mr. Laveututn. No stock splits; no. 

Senator Carroty. What has been the stock appreciation, for ex- 
ample, in the last 10 years? 

Mr. Laveuuin. I would have to look that up, Senator. I do not 
know what it is. 

Senator Carrotu. Can you approximate it? If it is 44 today, what 
was it last year? 

Mr. Laueuuin. We estimate around 40. I must say I am guessing 
on that. 

Senator Carrot. Do you know what it was 5 years previous to that ? 

Mr. Lavenrin. Approximately 22 in 1954. - 

Senator Carroiti. Twenty-two in 1954? 

Mr. Laueuirn. Yes. That is what Mr. Faunce says. I do not 
follow the stock market closely enough to remember the figures. 

Senator Carrot. Is this stock closely or loosely held; is it widely 
distributed ? 

Mr. Laveniin. Widely held. There are very few large stockholders. 

Senator Carrot. Would you say that there has been stock appre- 
ciation, then, if I understand you, from 1954 until the present date 
of about 100 percent ? 

Mr. Laventin. Yes; I would say so. 

Senator Carrotu. Can you now estimate what it was in the preceding 
5years? Or go back to 1948 after the war, after the end of OPA. 

Mr. Laveutin. I really don’t know. Anything that I would say 
would be such a sheer guess. 


35621—59—pt. 12——_10 
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Senator Carrorz. I have a notation here—and I do not know 
whether it is accurate, and I leave it to you to supply it for the record— 
of a stock value of 10. This comes from Standard & Poor’s. 

Mr. Laveuurn. I think if you have Standard & Poor’s record it 
would be accurate. 

Senator Carroru. And it shows, in 1947, 1114. 

We may not be talking about the same thing so I would prefer to 
have you give this information. In other words, what I am interested 
in is the question of stock appreciation. We always talk about net 
profits after taxes on sales, and this committee has been especially 
interested in the value of stock appreciation. 

We find, for example, in steel and other industries, they talk about 
their profit based upon net sales, and we see stock appreciation run- 
ning five and six hundred percent. 

I have not had a chance to study it with reference to the baking 
industry. If you can supply that for the record from your financial 
reports, we would like to have it. I think it would be helpful. 

In any event, going back into the record now, you say you have been 
in Iowa for 25 years, and I suspect at least for my own part—this is 
what I am interested in—we know that there has been a great change 
in our economy. We know that many independents are slowly being 
squeezed out of existence. I am not referring to the baking industry 
because I do not have that information. But we have been looking 
into the milk industry and we have been looking into other industries. 
You have been in this industry for 25 years. Do you find that other 
major baking companies are moving into Iowa and giving you some 
stiff competition ? 

Mr. Laveuutn. I would say there are about the same bakeries in 
Iowa now as there were 25 years ago. 

Senator Carroti. Of the Big Eight? Are there new ones? 

Mr. Anprrson. Senator, I would like to make clear in the record 
that the Big Eight aren’t really the Big Eight. 

Senator Carrot. If you have some bigger ones in your industry, we 
would be glad to have them. 

If there is any change in that, you are certainly entitled to give your 
own. views and you may put it in the record. I see no objection at all. 
Would you care to elaborate on that? 

Mr. Anperson. As a matter of fact, we are not even sure which is 
the largest company in the baking business. Some people think it is 
Continental, but it might be one of the chainstore baking outfits. 

Senator Carrotz. I think that is a fair observation. If you have 
some evidence we would like to have it. The reason I ask this 
question is that I observe in Colorado, and this is of course not entirely 
accurate, but we sense a decline in the Colorado commercial bakeries. 
I am going to check this to see if it is accurate. If it is not accurate, 
I will take it out of the record. 

We have seen, in a period of about 5 years, from 1951 to 1956, 13 
bakers go out of business. Some of them are gobbled up, swallowed 
up, bought up. This is a new field for me. I had not thought of the 
bakery field. I want to know its impact when they go out of business. 
Does this mean a lower price to the consumer? Tf so, this may be one 
of the costs of the new economy. But one of the functions of this 
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committee is also to try to protect small independent business, if we 
can, from unfair competitive practices. 

Mr. Lavenun. I think that Mr. Graf on Tuesday pointed out that 
the independent bakers seem to be faring very well. He represents 
a group of, I believe, 128 independent bakers, and he stated that 
they were getting along very well. Certainly their profit picture in- 
dicates they are doing better than the wholesale bakeries. 

Senator Carrot. In view of the fact that I was not here, I will 
ask the counsel to comment on that analysis. 

Mr. Dixon. Mr. Graf is here, but I understood his statement to 
refer to those companies that belong to his cooperative. 

There are many other independent bakeries that are not in his 
organization, Dr. Blair reminds me. I believe Mr. Graf also said 
that that was true up until the last 5 years, but since that time he 
was not sure. 

Mr. Laveutn. Taking Mr. Graf’s figures, he showed that his 
members made, I believe, 4.35 percent on sales against the largest 
bakers’ average of 2.97. 

Mr. Buatr. Here is what he said exactly, Mr. Laughlin, and Sen- 


ator Carroll: 


It is interesting to note in the 1940-50 period the average QBA independent 
plant outperformed the average of the then “big four” bakers by a wide margin— 
364 to 242 by 1950—despite any acquisitions on the big companies’ part which 
in this period were light. 


The average QBA plant also beat all of them individually. It also out- 
stripped the gross national product, which incidentally the “big four” did not 
quite equal. 

He is referring there to the percent increase over 1950, from 1940 
to 1950. 


Then he says: 


The picture changes quite radically in the 1950 to 1958 period. 

This is the era of acquisitions. Among the sizable mergers were Merita 
Bakeries by American, Morton’s Pies, and others by Continental, Van de Camp 
and Eddy’s by General. That is why we feel our performance index of 149 
in this later period since it includes no acquisitions, is still a good record 
against the 178 average of the “big four” with their acquisitions. 

This chart, however, shows how radically the market is changing and these 
trends indicate why we fear for the future. 

Now in that connection we have some information on the mergers 
made by Continental which before the hearing ends we should get 
into the record, Mr. Chairman. 

Senator Carroty. I think it ought to go in the record, and I have 
no desire to disturb your order of presentation, but I want to say 
to Mr. Laughlin that this is an entirely new field to me. When I said 
this morning that I knew nothing about your company being in Colo- 
rado, that was not to disparage your activities there, except I do 
remember from years ago—this was before the war—I was the legal 
counsel for OPA in that six-State area. In those days we were fight- 
ing to hold the price of bread at 11 cents a loaf. Now I would assume 
that the price of bread in Colorado is running at a hundred-percent 
increase. 

Mr. Drxon. We have materiel which will give that information 
to you, Senator. 
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Mr. Laveuin. Senator Carroll, there are just two comments I 
would like to make. In 1938 there were 18,720 bakers. In 1954 there 
were 18,714 bakers. According to that, there was a drop of six bak- 
eries. Now talking about Mr. Graf’s report, his exhibit F showed 
that the Quality Bakers, which is the name of his group, made a 
profit on sales in 1958 of 4.35 percent; and that the eight largest com- 
panies that were listed by him made a profit of 2.92 percent. This is 
based on sales. It would appear that the independent bakers, at 
least in the Quality Bakers group, are faring quite well. 

Senator Carrotu. I think, however, that the number of makers in 
1935—I am not sure that my figures are right, but in that 24-year 
period we have had probably an increase in population of about 70 
million Americans. The concept of profit is aahgiog and I think 
this is why there is some speculation on the stock market and why the 
Government is having trouble marketing its bonds. Folks are not so 
much interested primarily in dividends as they are in appreciation of 
the stock. But I am glad to have your observation on this point 
anyway. 

One other observation about my own experience in Colorado: I see 
where National Tea, which you mentioned, recently bought up many 
stores in Colorado. I know the man who started some of these stores. 
His company grew and grew. It seems that we are moving into that 
sort of an economy, is question is, can the independent exist? 


This committee wants to help them in every way we can but we are not 
going to change many economic patterns. The best we can hope 
to do is to see that there are fair competitive practices insofar as we 


have a legislative purpose. 

You may proceed, Mr. Blair. 

Mr. Buarr. Thank you, Senator. 

I will finish these last two charts very quickly. They both relate 
to the State of Ohio. 

Mr. Drxon. They will be Nos. 9 and 10. 
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(Charts 9 and 10 referred to follow :) 
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Mr. Buatr. The first chart refers to the pricing pattern out of Ak- 
ron. At Akron the price is 15.2 cents a pound and with the increase 
in distance as would be expected the price rises as the bread is moved 
up to Cleveland where it tdonnin 16.8. Then as the bread is moved 
in the delivery truck westward out of Cleveland it falls back down 
again to 16 at Huron, Milan, Perlin Heights. At the same time, the 
bread is distributed out of Akron southward to Canton, where it is 
sold at 14.8 cents and down to New Philadelphia where it is also sold 
at 14.8 cents, or roughly half a cent below the price prevailing at 
Akron where the bowed is baked. 

In chart 10 the pricing pattern prevailing out of the Youngstown, 
Ohio, plant is depicted. The price is 15.6 cents at Youngstown, 
where the bread is baked. It is shipped southward and sold at. 15.6 
cents and at 16 cents at Coraopolis. But the bread is also shipped 
northward from the plant to a loading station at Andover, where it is 
transferred into delivery trucks. In communities served by two of 
these delivery trucks the bread is sold at prices below the price pre- 
vailing at the loading station and at the plants. 

(At this point Senator Kefauver reentered the room.) 

Mr. Bratr. One delivery truck goes to Meadville, Guys Mills, West 
Lebanon, Stoneboro. 

Mr, Anperson. And Bloomington Valley. 

Mr. Bratr. Yes. The price in the communities served by that de- 
livery truck is 15.2 cents a loaf or four-tenths of a cent below the price 
at Youngstown, where the bread is baked. 

Then the other delivery truck follows a route further to the north, 
distributing bread at Ashtabula at 16 cents a pound, and at Jefferson, 
Conneaut, Cambridge Springs, and Hartstown at 13.9 cents a pound, 
or nearly 3 cents below the price prevailing in the city where the bread 
is baked, namely, Youngstown. 

That completes the charts, the route charts which I had to present, 
Mr. Chairman. 

Senator Kerauver. Is there any comment about these two charts, or 
is this the same situation as in the others? 

Mr. Laveuutn. Identically the same as we had in other places. 

Mr. Anverson. I would like to make one other comment. Some of 
these towns that sound like metropolitan areas—Frenchtown, for ex- 
ample, is a good example—amount to one store—literally one store. 

enator Krravuver. 2 some of these towns there is only one store 
that buys the bread ? 

Mr. Anperson. Yes, sir. 

Senator Kerauver. Maybe they are very small towns, I do not 
know. 

Mr. Anperson. That is right. 

Senator Kerauver. Maybe they have only one store. 

Senator Carroty. Mr. Chairman, I must leave. Before I do, while 
you were out on official business we had a colloquy here about the 
suggestion by Mr. Anderson that perhaps we did not have an accurate 
statement as to who the Big Four were. I want to read from Stand- 
ard & Poor’s Industry Surveys, January 15, 1959, page B-3. Then 
I would like to offer it for the record and hear any comment you 
wish to make. 
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Continental Baking: Continental is the largest of the commercial bakers and 
its record is better than that of most companies in this difficult field where 
pressure on profit margins is great. 

You do not mind that statement, by the way? 

Mr. Anperson. No, sir. 

Senator Carroiy. We will put that all in the record. This notice 
talks about Continental’s earnings, shares and so forth, and it says 
that the $5.50 preferred “is not regarded as an investment grade issue 
but the dividend is widely covered.” 

Mr. Chairman, in your absence we also demonstrated from Stand- 
ard and Poor’s that since 1948 there has been an approximate stock 
appreciation of almost 350 percent. I am again reading from Stand- 
ard & Poor’s in this same issue on page 1894. If you desire to correct 
it, we will be happy to have it corrected. 

Now coming back to page B-3: 


General is the second largest commercial baker. 


We might as well put that paragraph in too, because it has some 
kind words for General Baking. 

Mr. Schnibbe of my staff has asked the Library of Congress: to 
prepare the share of the market taken by the eight largest bread 
manufacturers as of 1954. Continental is listed first; American 
Bakery, second; Campbell-Taggart, third; General Baking, fourth; 
Ward’ Bakin , fifth; Interstate, sixth; Langendorf, seventh; and 
Southern Bakeries, eighth. I think this memorandum would be 
good for the record. I would be happy to have counsel take a look at 


it. It is only a page-and-a-half are submitted by the Legislative 


Reference Service of the Library of Congress. 

Senator Kerauver. I think you have rendered a good service in 
getting it prepared, Senator Carroll, and we will put it in the record. 

(The documents referred to may be found on p. 6581.) 

Senator Carrotu. Mr. Chairman, if you will pardon me, I must go 
on another call and I will be glad to read the record. Do you care to 
make any comment ? 

Mr. Anperson. The only comment I would make, Senator, is that 
I do not think that survey was based on companies that might be 
primarily in another business such as the grocery business—that, as a 
supplement to their regular business, they are also in the bakery busi- 
ness. It is those companies that we believe are larger bread producers 
than some of the eight companies that you have caatioaal 

Senator Carrot. If you will be kind enough, we will try to get some 
work on that, too. 

Mr. Chairman, the point is that Safeway and National Tea and the 
big chains may also have grown very large in this industry, and their 
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scope and their size may overshadow even the record established by 
the eight. If so, they ought to be in here. If you will furnish that 
information, I think it ought to be put in the record. 

Senator Kerauver. Yes; I think so. Can you give it to us now, 
Mr. Anderson, or do you want to prepare it ? 

Mr. Anverson. I think we would rather prepare it for you and send 
it to you. 

Senator Keravuver. Very well. 

Mr. Drxon. May I proceed, Mr. Chairman ? 

Senator Keravuver. Yes. 

Mr. Dixon. Mr. Chairman, Mr. Laughlin made reference to the fact 
that his labor costs may vary from plant to plant. I think there 
should be made a part of the record, an exhibit that was submitted 
to us by Quality Bakers of America. It is for the 10th 1958 period, 
September 7 to October 4. 

(At this point Senator Carroll left the room.) 

Mr. Drxon. It gives the regional averages of selected bread plants 
and cost comparison reports. The document, of course, speaks for 
itself, Mr. Chairman. It contains several schedules, and schedule A 
is entitled “Products, Deductions, Costs, and Profits.” 

The total costs by section per 100 pounds, as depicted on this docu- 
ment, for New England is 15.94; for the Middle East it is 15.75; for 
the Southeast, 15.74; for Central, 16.63; for the West, 16.58. You 
can see that there is less than a penny a pound difference between 
those figures. 

Part of this total cost, of course, is labor costs, which are broken 
down into shop labor, shop expense, and administrative expense, as 
well as cchetle F, which is route selling and delivery expense. 

I think that if you would compare the costs as depicted on this 
document, it might be fair to say that there is not too great a varia- 
tion between the average costs in these regions. 

Mr. Graf, who is here, testified on the opening day as representative 
of Quality Bakers of America, which submitted these figures. They 
depict the average cost factors for the group that belongs to his coop- 
erative. I believe he said in excess of 100 are members. This docu- 
ment shows an average figure for costs. His members are in the same 
competitive areas as Continental and pay the same wages. They 
negotiate with the same unions and have to buy the same materials as 
does Continental. 

Senator Krerauver. We will make this a part of the record, and if 
Mr. Laughlin wishes to comment about it, he may. 

(The information referred to follows :) 
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QUALITY BAKERS OF AMERICA 


SCHEDULE A.—PRoDUCTS, DEDUCTIONS, CosT AND PROFIT PER 100 Pounps 


TOTAL POUNDA3E | 986,682# 
WHOLESALE POUNDAGE 943, 9088 
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SCHEDULE C.—ADMINISTRATIVE AND OFFICE EXPENSE PER 100 Pounps 
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SCHEDULE D.—INGREDIENT Costs PER 100 Pounps 


Yeast & yeast food J 
Salt 
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Pinishing ingredients 
Sundry ingredients 
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E.—SuHop Lazpor ANp SHOP ExPENSE PER 100 PouNpDs 
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ScHEDULE F.—RovuTE SELLING AND DELIVERY EXPENSES PER 100 PoUNDS 


REGIONAL AVERAGES 
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ScuHEDULE G.—TrucK EXPENSE (PER 100 MILES) ACCUMULATIVE TO DATE 
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Mr. Laveuuin. I only comment on one thing: Averages do not 
depict the costs of an individual plant. The cost of a high plant plus 
that of alow plant may give you the average, 

Senator Kerauver. De you feel that where you operate in the same 
territory, their wage costs and other costs would be the same ? 

Mr. Laueuuin. I[f they are in the same town, yes. 

Senator Kerauver. Substantially the same, 

Mr. Laveuuin. I have not studied this. I couldn’t comment intelli- 
gently. I still say that our wage schedules vary plant by plant. 

ther bakers may have some nonunion plants, which we do not have. 

Senator Keravuver. I think they malt all their plants were union 
plants; I am not sure. 

Mr. Laueuutn. I don’t know. 

Mr. Drxon. Mr, Chairman, most important to this hearing is infor- 
mation that we secured from Continental with respect to their mergers 
and acquisitions. A summary of these mergers and acquisitions has 
been prepared by the staff. It came from the information that was 
submitted by the company or from public information sources avail- 
able to the staff. is information reveals that essentially all of 
Continental’s present 64 plants in operation were acquired through 
mergers rather than plant construction. Continental’s merger ac- 
tivity has been largely confined to two periods in the 1920’s and the 
1950’s. During the 1950’s they acquired eight companies, four of 


them during 1958 alone. If you judge from their 1958 annual re- 
‘dded 


ports, these acquisitions have added approximatly $6 million to sales, 
an increase of over 2 percent over 1957. Since these acquisitions were 
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held for only a small fraction of the year in most cases, it is too early, 
of course, for anybody to be able to measure their full impact upon 
competition. 

Of the eight acquisitions, three were acquired and immediatel 
closed down, Markwardt Quality Bakery, of Joplin, Mo.; Smith 
Baking Co., of Lincoln, Nebr.; and Southern California Baking Co., 
of San Diego, Calif. During this same period Continental actually 
built only three plants, and these were to replace existing plants 
rather than for expansion purposes. 

There follows a list of the 1958 mergers and acquisitions with as 
much information as was available to the staff. In 1958 they bought 
Omar, Inc. This was the largest acquisition that Continental has 
made to date. Omar was the seventh largest. bakery in the United 
States at the time it was acquired. It is too early to measure the full 
impact of this acquisition on the market. A comparison is appended 
showing the four cities in which Omar had plants in direct competi- 
tion with Continental, and the relative market position of each at the 
time of the acquisition. This information silaibe to brand prefer- 
ences as shown by newspaper surveys. 

In the city of Columbus, Continental had a market share, as indi- 
cated by brand preference data, of 15.5 percent whereas Omar’s share 
was 19.9 percent. By the acquisition, that would give a total of 35.4 
percent in Columbus. In Indianapolis the market share—again as 
indicated by brand preference data—for Continental was 17.8, Omar’s 
share was 13.8, giving a total of 31.7. In Milwaukee, Continental’s 
share was 25.1, Omar’s was 8.7, or a total of 33.8. In Omaha, Con- 
tinental’s share was 11.4, Omar’s was 23.8, for a total of 35.2. 

In each of these cities Continental is now the largest wholesale 
baker. From the relative size and importance of Omar in these 
four areas, it would appear that there has been a substantial lessen- 
ing of competition within each of these areas. 

Tinanaiel data for Omar is also listed in the staff paper. Assets as 
of June 28, 1958, were $15 million, liabilities were $6 million, sales 
for the year ending June 28, 1958, were $39 million, profits after 
taxes for the same period were $116,000. They had tour baking 
plants located at Columbus, near ier Milwaukee, and Omaha, 
and 1,444 routes which included both retail and wholesale. 

The purchase price for Omar’s assets and complete plant facili- 
ties was $5,217,000. 

Are those figures correct, sir? 

(The staff memo referred to may be found on p. 6564.) 

Mr. Laveutin. I would like to start at the beginning, if I may, 
and comment on them: 

The Markwardt Bakery, of Joplin, it is true, was closed down be- 
cause it was a bakery which could not be operated profitably. To 
have spent enough money to keep it going would have been unreal- 
istic. 

Mr. Drxon. You spent money to acquire it. 

Mr. Laveuurn. But we did not keep it going, although we operated 
it for awhile. 

Senator Kerauver. Who did you acquire that from, Mr. Laughlin ? 

Mr. Laven. From the owner, Mr. Markwardt. 

Mr. Dixon. Why did you buy it, sir? 
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Mr. Laveuin. Well, we were not doing any business in that area 
and he wanted to get out of business. 

He had been looking around for someone to acquire his plant for 

uite some time, and we finally decided to buy it and we picked up 
the volume. 

This was an area in which we were not doing business. It was a 
means of getting into that area. As a matter of fact, we did not buy 
the bakery. We rented the bakery from Mr. Markwardt. And he 
stayed with us for awhile as a consultant. 

Now you have the Royal Baking Co. of Raleigh. That bakery was 
not closed down as indicated here. It is still operating, so that your 
information would be wrong there. 

The Southern California Baking Co., which we acquired, is still 
operating. It is not closed down. Concerning Omar, I would like to 
point out what these “consumer preferences” mean. I think this is 
a very good example. Omar does not operate any routes in Milwau- 
kee. They had a hassel with the union a few years ago and pulled 
completely out of the town. And yet you show a consumer prefer- 
ence of 8.7 percent. How they arrived at those figures, I do not 
know, but I think it is a very good indication that consumer prefer- 
ence figures can be exaggerated. 

(Correspondence relating to the above statement follows :) 


AuGusT 28, 1959. 
RESEARCH DIRECTOR, 
The Milwaukee Journal, 
Milwaukee, Wis. 

Dear Sir: In the course of this subcommittee’s hearings on the bread baking 
industry, information concerning consumer brand preferences in a number of 
cities was introduced into the record. Among the sources of this information 
was the 1957 Milwaukee Journal Consumer Analysis (34th annual report), which 
listed the Omar bread brand. 

Mr. R. Newton Laughlin, president of Continental Baking Co. (which now 
owns Omar), sharply attacked consumer preference surveys, using Milwaukee as 
a particular example. “Omar does not operate any routes in Milwaukee. They 
had a hassel with the union a few years ago and they pulled completely out of 
the town.” While Mr. Laughlin may have been thinking solely in terms of 
wholesale routes, he gave the impression that no bread has been sold at retail 
under the Omar label for several years. 

I would appreciate hearing from you on this question. Was bread sold under 
the Omar label in 1957, as is indicated by your survey, and is it still available 
to retail customers in the Milwaukee area? 

Sincerely yours, 
JouHn M. Brat, Chief Economist. 


THE MILWAUKEE JOURNAL, 
Milwaukee, Wis., September 2, 1959. 
Mr. JoHN M. Brarr, 
Chief Economist, 
U.S. Senate, 
Committee on the Judiciary, 
Washington, D.C. 

DeaR Mr. Brare: I am glad to answer your letter of August 28 which was 
misdirected to Mr. J. D. Ferguson who is president and editor of the Journal 
Co. 

What Mr. Laughlin says certainly is true about Omar giving up its routes in 
Milwaukee after a hassle with the union. However, he apparently did not 
give the entire story. 
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As shown by the attached ad in the Milwaukee Journal, Omar still has 11 
retail outlets selling bread and other bakery products. In addition to these, 
Omar has distribution in about 10 percent of the independent grocery stores and 
in each Kohl and Red Owl store in this area. 

We have reason to believe that the figure shown of 4.4 percent for Omar 
is correct, Study of the past books indicates that Omar has dropped to less 
than one-half of its percentage total of the years that routes were in existence. 

I hope that this will clear up the situation, but if there is any other informa- 
tion I can furnish, please let me know. 

Yours very truly, 
NEWELL MEYER, 
Manager, Consumer Research. 

Mr. Drxon. Is it your intention since acquiring Omar to operate 
and sell bread under Omar’s label ? 

Mr. Laveuuin, We are operating Omar the same as they oper- 
ated it, except that we have discontinued the sale of roller skates, bi- 
cycles, and drug items. We are still selling some coffee. We haven’t 
gotten out of that gc tant When you look at Omar’s sales, you 
have to realize that it handles a great many products beside bake 
goods. It operated a number of stores which you might call small 
grocery stores. : 

Mr. Drxon. Did they make private-label bread ? 

Mr. Laueuutn. In some areas. 

Mr. Dixon. Do you continue to do that ? 

Mr. Laveniin. Whatever they were doing in that line, we con- 
tinued. But the comment was made that they had wholesale routes. 
When we acquired Omar they did not have any wholesale routes. 

Senator Keravuver. They did not have any at all? 


Mr. Lavenuin. They did not have any at all. I would like to com- 
ment that that y e of business—— 


Mr. Drxon. What were they, home delivery retail routes? 

Mr. Laventin. They are home delivery, or home service routes as 
we call them, and Omar handles a type of business which produces a 
different line of products. It makes higher quality line—a higher 
priced line. People who buy its products are buying them because 
they want service. They do not want to go to the grocery store to shop, 
and as a result it has a higher distribution cost and we have gotten 
into higher priced, higher quality lines. 

For example, in the cake field, which I understand is not under 
investigation although it may serve as a comparison, Continental 
makes what we call a snack line of cakes which retail primarily at 
10 cents. I do not think that Omar has a cake under 39 cents. It is 
an entirely different field. In the bread line, Omar makes a variety 
of breads which we do not make in wholesale. It is entirely a different 
business. It is a home service business. 

Mr. Buair. Mr. Chairman, for the record, I would like to just 
clarify one point. In the reply to a question, question No, 4 of the 
subcommittee, Continental listed the companies that it had acquired 
and the companies that it has closed. down or otherwise disposed of. 
It gives two instances where in recent years it has closed down a plant 
that it had acquired. Thus it acquired in 1953 the Smith Baking 
Co. of Lincoln, Nebr., which in 1955 it closed down. This was Smith 
of Lincoln, rather than Raleigh. 

Mr. Laveniin. Would you like to have me comment on that before 
you goto the next ? : 
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Mr. Bratr. Let me just mention the other one. It is the Mark- 
wardt Quality Bakery acquired in 1955 and closed down in 1955; is 
that correct ? 


Mr. Laveuin. That is correct. I commented on Markwardt. 

Mr. Buarr. Yes. 

Now in the case of the southern California closure what happened, 
as I understand it, is that you closed down an old plant that you had 
there and acquired a new company that in effect took the place of the 
old plant; is that right ? 

r. Laucuuin, I will comment on that, too. 

Mr. Buarr. All right, sir. 

Mr. LavcHuin. We acquired the Smith Baking Co. The building 
was under lease. We operated the building for 2 years and then our 
lease terminated. The owner doubled the rent and we felt it was an 
unrealistic figure and we closed it down. Had we continued at the 
same rent, I expect we would still be operating it. But we did not 
have any choice in the matter and so we had to close it down. 

Senator Keravver. Is that the Smith Baking Co. of Lincoln, Nebr. ? 

Mr. Laveuurn. Yes. I might add that when we acquired the Smith 
Baking Co., we went into new territory. We were not selling our bread 
in Lincoln, Nebr. 

Mr. Drxon. Why have you never built a plant, sir? 

Senator Kerauver. Let him finish discussing the southern Calli- 
fornia bakery. 

Mr. Lavueuuin. In southern California we had a small, inefficient, 
unprofitable bakery. It was the smallest plant we had in our «om- 
pany. We could not acquire real estate on either side. I had an 
oven in it that I think was about 150 years old. Its speed was so slow 
that we had a choice of three things: We could close it down and make 
a depot out of it, shipping the bread in from Los Angeles; we could 
build a new bakery there; or we could acquire one. The owner of that 
plant was getting along in years. He was practically blind. He had 
a son who had no interest in the baking business, and he wanted to sell. 
Our choice was: Should we acquire it or should we buy a new plant? 
It seemed the expedient thing to buy the plant. 

' In answer to your general question, why do we buy instead of 
uild 

Senator Kerauver. What happened then; you bought the plant 
and closed the other one? 

Mr. Laveuutn. We switched the production from the Wonder plant 
over to the other plant, and we are still operating it. We sold the old 
plant for a garage or something, I don’t know what. 

Now to answer your question, why don’t we build, I would say that 
in every city in the country there is far more oven capacity than there 
is business, That is exemplified, for example, where we have had a 
strike in an area in which a few bakers who did not belong to the union 
were operating. New York City was anexample. Here the so-called 
major bakeries, which you have on this list, were all on strike. Yet 
there was never a shortage of bread in New York City. And this is 
true in every city. I doubt if there is a bakery in a city in the United 
States that is operating at capacity. Now, this is what has brought 
this on: We used to bake bread about 35 minutes. We have now 
learned how to bake bread in 18 minutes by stepping up the burners 
85621—59—pt. 12——11 
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and improving the quality of the ovens. This means that practically 
every bakery has twice the capacity it did before. 

Now, the baker has improved the speed of his oven to step up his 
efficiency, but it also stepped up his capacity so that without a doubt 
we have more bakery ovens today than we have bread to fill them. 
You can say, “Why don’t you build?” That would simply add to the 
condition of having far more ovens than are needed. .Whether this 
is economical] or not, I suppose, is something which might be debated. 
But I believe it gives you the answer. But getting back to southern 
California, this man was going to sell. He had no one to succeed 
himself. His son did not want the business. As a matter of fact, I 
understand that the.bakery had been for sale for some time before we 
acquired it. I do not know to how many different people it might 
have been offered. 

Senator Kerauver. Did you start out with the Continental Baking 
Co. in the beginning ? 

Mr. Laveuu. I started out with the Campbell Baking Co. in St. 
_ oseph, Mo., which later was the nucleus of the Continental Baking 

0. 

Senator Kerauver. How many plants did you have there? 

Mr. Laueuuin. Senator, I was 13 years of age, and I do not believe 
I know how many plants they had then. I think there were five or six 
plants in the original setup. I am not positive. 

Senator Kerauver. And how many do you have now? 

Mr. Laventn. We have 77 wholesale plants. 

Senator Kerauver. And what other kind of plants? 

Mr. Lauveuiin. We have eight home service plants. Mr. Faunce 
just reminded me that at one time Continental had over a hundred 
bakeries, a number of which have been closed down, some since I have 
been president, because they were inefficient and we just couldn’t 
operate them at a profit. 

Mr. Dixon. Mr. Chairman, in this document which I have here, 
which I have submitted for the ‘record, there is information with 
respect to the acquisition of the Di Carlo National Bakery, Inc., of 
San Pedro, Calif., the Rochester, Minn., Bread Co., as well as Braun 
Baking Co. of Pittsburgh. I would like to make reference to the 
latter acquisition. The Braun Baking Co. of Pittsburgh was acquired 
December 27, 1958. Braun’s sales were $6.6 million for 1957 and $5.7 
million for the first 10 months of 1958. They had 1 plant with 4 
ovens, and operated 124 routes. They had assets of approximately 
$3 million. As we understand it, Braun was one of the largest 
bakeries in the Pittsburgh area. 

I believe you served that area originally from Wheeling, W. Va., did 
you not? 

Mr. Laventtn. We covered a portion of the area. We did not have 
a bakery in Pittsburgh or a depot in Pittsburgh... We had coverage 
outside of the city and we had some routes running in, but we did not 
have coverage of the city. 

Senator Keravver. Sica of the fact that we have a live quorum 
which I must answer, we will have about a 10-minute recess and then 
we will continue. 

(Short recess. ) 

Senator Keravuver. We will continue now. 





ally 


his 
yubt 
em. 
the 
this 
ted. 
nern. 
ceed 
ct, I 
e we 
ight 


king 


n St. 
king 


lieve 
wr SIX 


yunce 
idred 

have 
iuldn’t 


here, 
with 
c., of 
Braun 
(o the 
juired 
d $5.7 
vith 4 
nately 
argest 


a., did 
yt have 
verage 
lid not 


juorum 
d then 


ADMINISTERED PRICES 6191 


Mr. Dixon. Mr. Laughlin, we were talking about the Braun Baking 
Co., acquired in December 1958. Are you operating that plant just 
as it was when you acquired it ? 

Mr. Laveutin, It is a wholly owned subsidiary. It operates under 
the name of Braun Baking Co. 

Mr. Dixon. Are they baking any bread under Continental’s label ? 

Mr. Lavenuin. They bake Braun bread. 

Mr. Dixon. And did not Braun bake and sell private label bread ? 

Mr. Laveutin. No. 

Mr. Dixon. Are you still serving that area from your West Virginia 
plant at Wheeling or from your Youngstown, Ohio, plant ? 

Mr. Laveuurn. Just the same as we always did. There has been 
no change in the setup at all. 

Mr. Dixon. Mr. Chairman, referring back to the prices and routes 
depicted on the various charts that Dr. Blair put in the record, during 
our investigation we had called to our attention some interoffice cor- 
respondence emanating from Continental’s headquarters at Rye, N.Y., 
edtiean to all regional managers, bakery managers, and department 
heads from Mr. Roy M. Anderson. 

Mr. Anperson. I would like to object to putting that in the record 
on two grounds: First of all, I am the attorney for the company and 
I claim privilege on it; secondly, I do not think that anything should 
be offered of that nature until we have had a chance to study it. 

Mr. Dixon. You did not furnish this to us. Do you know what 
it is? 

Mr. Anperson. No, sir; but if it is from me to the bakery managers, 
I consider that privileged. I am their attorney. 

Mr. Dixon. Mr. Chairman, the question of privilege, has been 
clearly decided, I believe, in the Shoe case. 

Mr. Anprerson. My understanding of the Shoe case is entirely the 
opposite, Mr. Chairman. The Shoe case clearly holds the same point 


» of view that I do. They said, in fact, that whether an attorney is 


working for a corporation on a payroll or whether he is working for 
a firm outside the company, makes no difference whatever. The 
privilege extends to both. 

Mr. Drxon. It is quite plain, Mr. Chairman, that the correspond- 
ence to which I am referring is clearly a document that was sent out 
by the company. Whether it was sent out by the legal depart- 
ment—— 

Mr. Anverson. It wasn’t sent out by the legal department. 

Mr. Dixon. I am not giving it any connotation. I don’t say that it 
is not within the right of this corporation to send this out. I do not 
infer in any way that it is something that might not be considered 
legal and proper. The only reason that I suggest that it should be 
read and made a part of this record is that it has a direct bearing 
upon what we are talking about here. 

Mr. Anverson. Mr. Chairman, I am sure that if that memorandum 
was sent out by Roy M. Anderson, it was entirely proper and that is 
not the point I am making here at all. I am just claiming privilege 
on any communication between myself and our employees when I am 
acting as their attorney. 

Senator Kerauver. Mr. Anderson, I do not see that this is a legal 
opinion. It is an opinion 
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Mr. Drxon. It is a political opinion. 

Senator Kzeravver. In which you ask other people to do something. 

Mr. Anperson. Sir, my opinions toour employees are all legal 
opinions. I work entirely as a lawyer for the company. I have no 
other function, so whatever opinion I give, it is an opinion of their 
counsel. 

Senator Krerauver. This is something that you have a perfect right 
todo. I have just read this paper referred to in which you ask your 
managers to write and get other people to write their Senators in op- 
position to a bill, Senate bill 11. 

Mr. Drxon. This is not news. A lot of people have written. 

Mr. Anperson. Yes; for good reason. 

Senator Kerauver. This committee has ruled in similar cases in- 
volving oil companies and other firms that where similar letters have 
been sent out to company managers and other officials, asking them 
to write their Congressmen or Senators, that this is proper evidence. 
As Mr. Dixon says, there is nothing illegal about it. 

Mr. Anverson. There certainly isn’t. I do not write illegal opin- 
ions, Mr. Chairman. 

Senator Keravver. It is a matter of policy involving a request on 
your part that they write their Senators. 

Mr. Anperson. Yes, sir; and that is my opinion as their counsel. 
If the letter is admitted, I want the record clearly to show that I 
object to it on the basis of privilege. 

Senator Keravver. Let the record show that you object. 

Mr. Pecs. Mr. Chairman, is there anything in the letter which 
might be of the character of a trade secret ? 

Senator Keravver. No. 

Mr. Peck. Or anything which would in any way compromise them 
in light of the pending 

Senator Krravuver. The letter simply analyzes Senate bill 11. Mr. 


Anderson says that he doesn’t think very well of the bill, and he sug- , 


gests that Senators and Congressmen should be written letters, and 
he gives the form of a letter that he suggests that they write. 

Mr. Anperson. Mr. Chairman, I think this confirms that it was a 
legal opinion. Frankly, I did not submit it to the committee, and it 
was not submitted by any of our employees, according to Mr. Dixon. 
T don’t think there is any right whatever in reading a legal opinion 
of an attorney to his client before a public forum such as this. It is 
highly unusual. 

Senator Keravuver. We have had this matter up before us for many, 
many years on both sides of the issue. During the hearings on S. 11, 
the oil companies sent out memorandums asking their station managers 
to write letters. Then, on the other side of the picture, the National 
Gasoline Dealers’ Association sent out letters to its members asking 
them to write their Senators. Senator O’Mahoney and other members 
of this committee have held that this is a proper line of inquiry. We 
will note your objection, but I see no reason why the letter should not 
be put in the record. 

Mr. Drxon. Mr. Chairman, in suggesting that it be made a part of 
the record I do so on this basis: It is very plain from what is depicted 
on these various charts and what has been said here that Continental, 
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in having different prices in different localities, has very carefully done 
so on the basis that it is meeting competition in good faith. 

Senator Keravver. That is what Mr. Faunce said. 

Mr. Dixon. Thatisright. Hesaid that the Federal Trade Commis- 
sion had brought a proceeding and had — dismissed it or 
something happened to the case on the basis that—— 

Senator Kerauver. He said that the Federal Trade Commission 
issued a ruling. 

Mr. Drxon. S. 11, as it was introduced and as has been discussed 
before this subcommittee for a number of years, deals with situations 
where, even though they may be done in the name of good faith, 
if it can be shown, nevertheless, that there would be substantial injury 
or a tendency toward monopoly, it would change section 2(b) as inter- 
preted in the Standard Oil of Indiana case. Mr. Anderson’s letter 
was sent to all regional managers, bakery managers, and department 
heads with an analysis of S. 11 and a statement as to what Continental 
thought would happen to the company and to other companies if S. 11 
became law. 

Mr. Anverson. I object. That was not the opinion of the Con- 
tinental Baking Co. It was the opinion of their attorney, Roy M. 
Anderson. 

Senator Keravver. All right, it is apparent that you signed the 
memorandum. 

Mr. Drxon. As you point out, Mr. Chairman, a suggested letter was 
enclosed to be used as a guide, I think it was made plain that they 
not use it identically but use it asa guide. Itis very carefully pointed 
out in this letter that the letters written from the locality over the 
signature of individuals and by individual companies have far greater 
effect upon Congressmen and Senators than any other type of letters. 
The suggested letter here would appear to me at least to indicate that 
there was to be no connotation that this was Continental writing but 
that the letter would say in effect, “I am the manager of a bakery”—a 
bakery, not a Continental bakery, but a bakery—*in blank city, which 
employs blank number of local people.” I do not think there is any- 
thing wrong with doing this, but I merely point out that it does in 
effect point up the problem that is before this subcommittee. 

Mr. Anpverson. I don’t think it does any such thing. 

No. 1, the letter was sent out on Continental’s stationery, so it is 
quite clear that it was a manager of a Continental Baking Co. plant 
who sent it out. 

Senator Keravuver. It is a method of getting letters to Senators. 

Mr. Anperson. Yes, on some horrible legislation, if I might add, 
in the opinion of their counsel. 

Senator Kerauver. We have that all the time. 

(The correspondence referred to may be found on p. 6618.) 

Mr. Drxon. That is all we have, Mr. Chairman. 

Senator Kuravver. All right, anything else, Mr. Dixon? 

Mr. Drxon. That is all Ihave. 

Senator Keravver. Mr. Dixon had referred to the Di Carlo and 
Rochester Bread Co.’s and the Braun Baking Co. in Pittsburgh, 
and presented a memorandum in reference to them. Is this informa- 
tion correct? Have you examined it? 
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Mr. Lavenutn. I would be glad to comment on it very briefly. The 
Di Carlo Baking Co. at San Pedro, Calif., was acquired by us because 
we had reached the stage that we had one bread bakery in southern 
California to serve that vast market. The bakery was overcrowded 
and we needed additional facilities. San Pedro or the Di Carlo Bak- 
ery had additional facilities in addition to the fact that the products 
they made were a line that we did not make. They were, primarily, 
what you would call a French bread baker. They were also in the 
restaurant business, which we were not in. So we moved into an 
additional field, and we acquired facilities to supplement our plant. 
That was our reason for acquiring it. 

Senator Krrauver. Are you still operating that plant? 

Mr. Lavenuin. We are still operating it. It is operated as the 
Di Carlo Bakery. It does bake Wonder bread to supply our Beverly 
Hills plant. It still is in the restaurant business. It still makes 
French bread and variety bread. As a matter of fact, it makes, I 
think, 45 or 46 varieties of bread which our Wonder plant does not 
make. 

The Rochester Bread Co., Rochester, Minn., was in an area in which 
we did not operate. We bought the plant. We moved into a new 
area. It is still operating. It is still making about the same line of 
baked goods that it made before we bought it. We have introduced 
Wonder bread into the area, which was not being sold there before. 

The Braun Baking Co. serving Pittsburgh is operated as a subsidiary 
company. We did not have any bakery in Pittsburgh. It is true we 
had some routes running into the outskirts of Pittsburgh, but we sim- 
ply bought it as an acquisition to serve the Pittsburgh market. 

Senator Krravuver. I must say, Mr. Laughlin, as one who believes 
in having many companies in one line of business, whereas it is true, 
as you have said, that you do not operate in all parts of the United 
States and these other large baking companies do not operate in all 
parts of the United States, we do find from your records and we find 
from records of the other companies that all of the larger companies 
are acquiring more and more independents as time goes on. You 
started out with 4 or 5 and you now have 77 baking companies and 8 
home service companies. Other companies also have made quite a 
number of acquisitions. 

If this kind of thing continues, what are we going to wind up with? 

Mr. Laveuttrn. Senator, as far as these acquisitions are concerned, 
the owners have come to us. They were going to sell out. I am sure 
that, if they could have found another person who would have bought 
it, they probably would have sold it to them. Now, I do not think we 
can take the position that, when a man reaches a stage where he hasn’t 
anyone to carry on, he is just going to close up shop. A lifetime of 
work is involved. He wants to get his capital out. He wants to-get 
his money out. I do not know the answer, but you might reverse it and 
say: “Do you think it should be fixed so that they would have no 
chance of selling out ?” 

Senator Krravver. No; I think anybody ought to be able to protect 
his business. If he has a losing business or a family situation where 
the family is no longer interested, he ought to be able to do something 
to protect his investment. I am concerned about where this is all 
leading. 
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Mr. Laveutin. I would say that, as far as the baking industry is 

concerned, there is more competition in it today than there ever was. 
It may not be in exactly the same category but, believe me, the com- 
petition is there and it is rough. I would ony that the independents 
who are on their toes are taking good care of themselves. I think that 
cooperatives such as Mr. Graf’s organization and the others mentioned 
have been very helpful to them. 

Senator Krrauver. For instance, I know you are not responsible 
for this, but Francis I. du Pont & Co. in its trend analysis of Decem- 
ber 11, in talking about your company, said, “However, the acquisition 
of two more baking chains this year is only beginning to make itself 
felt in the operation totals. The more recent of the two acquisitions 
was a major expansion of Continental Baking’s home service sales 
and home delivery in eight more States to its previous operations in 
the field within the baking industry.” 

I frankly do not think it would be a very healthy thing if this 
trend continues, to have only four or five companies in the baking 
business in the United States. Do you think it is going to come to 
something like that? 

Mr. Laveutin. I think that there are a certain number of bakery 
owners who are gong to continue to sell out because they haven’t 
brought anybody along to succeed themselves. ; 

Now again I think that you are going to see a change. I was 
interested in Mr. Graf’s remarks in which he says that he is going 
to help these people to perpetuate their businesses. The Rochester 
Bread Co. is again a case. The owner died. He did not expect to 
die. He had a son who was not capable of running it. His widow 
couldn’t run it. It was put in the hands of a trustee. The trustee 
had to sell out. Now had we or somebody else not bought the bakery, 
I do not know what the widow would have lived on. I don’t think 
that the fact that we bought it lessened competition. At the same 
time, I do not know how you can protect some people from themselves. 
If they do not bring people along to run their business, what are they 
going to do? 

Senator Kreravver. You think then that a service group like Mr. 
Graf has set up in that respect may be doing a good service? 

Mr. Laventin. I think it is. J know of one instance where that 
has actually happned. The owner died and Mr. Graf’s organization 
has been helping the heirs to provide management. I don’t know 
—- will happen, but I am sure if they can stay on they would rather 

0 so. 

Mr. Drxon. Mr. Chairman, Mr. Laughlin is talking about one prob- 
lem. I can see another problem. In the Iowa situation, no matter 
who was the instigator—it happens to be Campbell Taggart in that 
case—but the price out there is now down to about 12 cents a loaf 
wholesale for a 1-pound loaf of bread. You say that is beneath your 
cost. Yet those independents in that area don’t have the advantage 
of having 77 plants. Each has only one. If they are faced with 
either losing that plant or selling it, they do have a problem, if they 
offer to sell it to you and you are the only one interested in buying it. 
They either have to sell it to you or else loseit. There is a problem, sir. 

Mr. Laventuin. Mr. Dixon, I think in making your remarks you 
should at least find out who cast the first stone. 
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Mr. Dixon. You said Campbell Taggart. 

Mr. Laveutin. I said Campbell Taggart did it as a protection 
against the actions of other people. 

Mr. Drxon. I understood you to say Campbell Taggart. Will you 
tell me who those other people are? 

Mr. Laveuuin. I don’t recall all the details but I think a small-inde- 
pendent was the cause of the trouble. As far as Des Moines itself 
is concerned, they are the ones who cut the price of bread. Let me 
also add that before the strike, the price of bread did go up, so that 
the matter was starting to straighten out prior to the strike. 

Right now, Campbell Taggart, ourselves, and the other bakers in 
Des Moines are out of business. But there are many independents 
ringing Des Moines who are in business. They are not out on strike. 

Mr. Dixon. All right. 

Senator Kerauver. Have some of these independents had to close up 
or sell out? 

Mr. Lauvenuin. Not that I know of in Des Moines. 

Mr. Drxon. Do you think that any of those independents can bake 
bread and make a living at 12 cents a loaf wholesale? Don’t you 
consider your plants very efficient ? 

Mr. Laven. Many of those plants are nonunion plants, and that 
makes quite a difference. 

Mr. Dixon. You are not inferring that independents can sell bread 
more cheaply than Continental ? 

Mr. Laucuiin. I would say that, by and large, the average inde- 
pendent can outoperate Continental. 

Mr. Drxon. Can outoperate Continental ? 

Mr. Laven. Yes. 

- Drxon. Can he outoperate you at 12 cents a loaf for a 1-pound 
oat? 

Mr. Laveurtn. I would say his costs are lower than our costs, and I 
think that is borne out by the fact that independents make a higher 
percentage of profit. 

Mr. Dixon. Would you say 12 cents is beneath his costs? 

Mr. Laveutnin. 12 cents, I would say, is beneath our costs. 

Mr. Dixon. If it is beneath his costs, the problem we have here is 
who is on first. We know who is on second and we know who is on 
third, but who is on first? Who did it first? 

Mr. Laveutin. That is something about which I don’t know all the 
details. I know it was bad out there, but I don’t recall all of the details. 

Senator Krerauver. How long has this been going on in Iowa? 

Mr. Laventin. When did I say it started? I gave it for the record. 
I can look it up again if you desire. 

Mr. Buarr. Mr. Chairman, just for the record I should note that in 
Towa, according to Bakers Weekly, the Johnson Biscuit Co. discon- 
tinued the manufacture of bread at Sioux City, and the Copeland 
Baking Co., at Keokuk, is no longer an independent enterprise. 

Mr. Laven. The Johnson Biscuit Co. was owned by the Tal- 
bert & Warfield Co. which was a chainstore operator, which was-bak- 
ing bread for its own stores. It was later acquired by the National 
Tea Co. I might say I was very happy to see them close up. If any 


more chainstore bakeries close up, I don’t believe I would shed any 
tears. 
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Mr. Brarr. In addition to those two transfers there were two that 
went out of business completely, one at Clinton, Beier’s Iowa Bakers, 
and one at Council Bluffs, the Quaker Baking Co. Are you familiar 
with those, sir? 

Mr. Laven. I am acquainted with the bakery in Council Bluffs. 
I would say there are times when people are plain inefficient and not 
willing to work. I don’t believe if that company charged $1 a loaf 
it could make any money. I don’t think that this committee can pro- 
tect people if they are not efficient and on their toes. 

Mr. Buatr. We hope to hear from representatives of independent 
bakers who are efficient and are on their toes and still have problems 
as a result of pricing practices such as those carried out by Con- 
tinental. 

Mr. Laveutin. I think they can stand to be investigated. I would 
say there are two sides. 

Mr. Faunce. Mr. Chairman, may I make one statement to clear a 
very small point in the record ? 

Sonata EFAUVER. All right, Mr. Faunce. 

Mr. Faunce. I think that at one or two places the statement was 
made that Continental started out with four or five bakeries. Con- 
tinental had over a hundred bakeries when its corporate existence be- 
gan in the midtwenties. 

Senator Kerauver. As I understood Mr. Laughlin, he said they 
started from Campbell. 

Mr. Faunce. That was one of many companies that went into a 
group of companies that formed Continental. 

Senator Krravuver. When they first came together. 

Mr. Faunce. In 1925, there were over a hundred baking plants. 

Mr. Laveuuin. I understood your question to be how large was the 
company for which I first went to ork, 

Senator Keravver. I intended to ask how large was Continental 
when you first went with it, and I understood you to say that Campbell 
was the first company and it later became Continental. 

Mr. Laveurrn. I think it was part of the nucleus, but Continental 
was not formed as such in 1919 when I started to work for it. 

Senator Keravuver. It was first Campbell and then later it became 
Continental and in time you acquired quite a number of companies, 
So there was quite a merger movement insofar as Continental was con- 
cerned and as far as Campbell was concerned in the 1920's. 

Mr. Faunce. That’s right. 


Senator Keravver. All right, Mr. Peck, you have some questions? 
Mr. Pecs. I would just like to help straighten the record a bit, Mr. 
Chairman. Mr. taupe he, since 1950 how many bakery plants has 


Continental acquired 
eight ; is that correct ? 
r. ANDERSON. Yes, sir. 

Mr. Prcx. Of those eight acquisitions, sir, how many were entries 
into new fields?. That could be a new geographical area or a new type 
of business, 

Mr. Anperson. Virtually all of them. 

Mr. Pecx. Entries into new fields? 

Mr. Laveuurn. These may not be in the order in which we acquired 
them but the Smith Baking Co. of Lincoln was a new field. We are 


y way of purchase and merger? I believe it is 
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not there previously. Joplin, Markwardt was a new field. We were 
not there. 

Mr. Dixon. You were not there either directly or by route delivery ? 

Mr. Lavenuin. No. We were not in Joplin. Royal Baking Co. 
at Raleigh was an entirely new field. We did not do any business in 
the State of North Carolina. Di Carlo represented a new line of 
merchandise. When I say it is a new field it is in the sense that it 
baked a type of merchandise which we did not bake. 

Mr. Peck. So this would be a new type of activity for you? 

Mr. Dixon. That would be a question of fact to be determined but 
in your opinion it would be a new line of merchandise? 

oi Lauenuin, As I said, they made 46 varieties which we didn’t 
make. 

Mr. Drxon, But if someone said they made bread and you made 
bread or they made cake and you made cake, they might call theirs 
Chocolate Devil Whip and you might call yours chocolate; is it that 
kind of a situation ? 

Mr. Laveututn. No, I wouldn’t say it is that sort of thing. They 
made bread and they didn’t make cake, since you brought up the sub- 
ject of cake. We also bought the company, as I mentioned before, 

ecause we needed additional production facilities. 

Rochester, Minn., was a new area. 

Mr. Peck. All right, sir, that is five of the eight. 

Mr. Laven. Braun Baking Co., was largely a new area. We 
came in from the outskirts but we didn’t have a bakery in Pittsburgh; 
or actually, near Pittsburgh. 

Mr. Precx. Did you have a bakery within easy delivery distance of 
Pittsburgh ? 

Mr. Laveuiin. We had a bakery at Wheeling, W. Va. 

Mr. Peck. How far away is that, sir? 

Mr. Laven. I would guess about 60 miles. 

Mr. Pecx. According to Mr. Graf’s definition, that would then con- 
stitute a new market area, 60 miles away, I believe. 

Mr. Drxon. According to Mr. Laughlin’s testimony, Mr. Peck, he 
was serving that area. 

Mr. Peck. Yes. 

Mr. Drxon. From a plant at Wheeling. Also from Youngstown, 
were you not? 

Mr. Laveuutn. The outskirts of Pittsburgh. 

Now we acquired—— 

Mr. Anperson. There were eight companies. We acquired Stew- 
art’s, which is not in the baking business. It makes mayonnaise, 
peanut butter—that sort of thing. And Morton’s, which is a frozen 
food concern, making chicken pot pies, and so forth. That makes up 
theeight. Both make entirely different products. 

Mr. Peck. Then there were the five bakeries and three producers 
of other materials. 

Mr. Lavueuiin. Two producers of other materials—Stewart’s and 
Morton’s. 

Mr. Pecx. Then there were six bakeries and two producers of other 
food materials. 

Mr. AnpeERsON, Yes, sir. 
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_Mr. Peck. Then, in answer to my question as to how many of these 
eight mergers constituted entry into new fields, your answer is “all 
eight”; is that correct ? 

Mr. Laveuuin. Yes they were in new fields. 

Mr. Dixon. Would you call Omar a new field ? 

Mr. LaveGHin. It is a home service concern and makes a different 
line of merchandise. 

Mr. Drxon. They sell bread ? 

Mr. Laveuuin. Yes. 

Mr. Drxon. Bread sold at home is not in competition with bread 
sold in stores? 

Mr. Laveuurn. Omar primarily sells a different line of bread. 

Mr. Peck. Is that Omar Bread Co. bread similar to a bread sold by 
the Lambrecht people in Milwaukee—if you are familiar with them? 

Mr. Laveuuin. Iam not acquainted with them. 

Mr. Peck. It is normally a high-priced, very high-grade line of food 
sold by delivery from home to home. 

Mr. Laveutrn. I am not acquainted with the Lambrecht Co. so I 
don’t believe I could answer that. 

Mr. Prox. I might add for Senator Wiley’s benefit it is a most ex- 
cellent organization located in Wisconsin. 

My final question, sir, is, Of these eight acquired companies, how 
many are still doing business as of today 4 

Mr. Laveuuin. The only two not doing business would be the Smith 
Baking Co. of Lincoln—we are still doing business in Lincoln, but we 
were forced to close down the bakery because of an exorbitant lease—— 

Mr. Peck. You have described these before. I was actually trying 
to get this information in terms of numbers. 

Mr. Laveutuin. There would be two. 

Mr. Peck. Of those eight, only two are not now operating? 

Mr, Lavenurn. That is correct. 

Mr. Pecx. Thank you very much, sir. 

Senator Keravver. Mr. Kittrie? 

Mr. Krrrrm. I would like to get some further information on 
some of these points brought out by Mr. Peck. It was estimated by 
Mr. Graf that since 1954 the eight largest baking corporations ac- 
quired companies, the total sales of which per year are about $125 
million. Could you estimate at all what portion of this $125 million 
was added to your sales? 

Mr. Laventuin. I would have to go back and get the figure by in- 
dividual sales. Some of these companies, you realize, we have not 
yet operated for a year. Now I am not really sure just what area 

: Graf was talking about. 

Mr. Krrrrim. $125 million of sales per year is about 3 percent of the 
total national baking produce, I would say. Would you say that it is 
yey unusual—that 3 percent of the total produce would change hands 
within a 4-year period? Would it be very unusual for the largest 
eight companies to acquire that percentage of increase in sales? 

Mr. Laveuutn. I believe he said that this was acquired in a 4-year 
period. Was that his statement? 

Mr. Krrrrre. That’s right ; since 1954. 

Mr. Laveuuin. That is hard to say. I would say that it was cer- 
tainly higher than for the previous 4 years. 
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Mr. Kirrrre. One of the things that this committee is interested in 
is whether the trend toward a small number of manufacturers has 
been on the increase in recent years. 

Mr. Laveutin. I really wouldn’t know. As I say, I have never 
compiled such figures. I think the people who are making the great- 
est increase are your chainstore bakers. I think you will find that 
their increase in sales has been greater than that of anybody else. 

Mr. Kirrrm. There has been another point mentioned about your 
advertising expenditures, A statement was made that from 1948 to 
1957 the increase in your advertising costs has been 4.5 times while 
the increase in your sales has been 2 times. Would you say that this 
indicates that there is increasing competition in the field? 

Mr. Laveutin, I thought I had explained our advertising earlier. 
During that period of time, we brought out a great many new prod- 
ucts, and to get acceptance in chainstores and supermarkets, we had 
to advertise them extensively. 

Second, TV entered the field and T'V is very expensive although it 
is productive. 

hird, all advertising costs have gone up every year. Because you 
spend more dollars doesn’t necessarily mean that you are getting any 
more advertising. 

Mr. Kirrrie. Sau annual advertising budget is about 5 percent of 
your sales. Would you say this is unreasonable or would you say 
that this is really to be expected ? 

Mr. Laveuury. I think it is a reasonable figure. 

Mr. Krrrrm. Have you ever attempted to use your advertising in 
order to create undue pressure on smaller corporations? 

Do you feel that most of your advertising budget actually goes to 
advertise new products? 

Mr. Laveuuin. Not all of it. We have to keep advertising Wonder 
Bread which we have been selling for a great many years. But I 
would say that a large part of the,increase we have had has gone into 
new products. 

Mr. Krrrrm. Mr. Graf asserted major competition for the inde- 
pendent bakers comes from the chainstore operations. Do you agree 
with him on that? 

Mr. Laveuurn. From the chainstores? 

Mr. Kirrrie. Chainstores, sir. 

Mr. Laventin. Yes, we consider them our number one competitor. 

Mr. Krrrrie. Just one final question. Senator Kefauver in his in- 
troductory statement this week cited the increase in the price of bread 
as compared with the increase in the cost of living index, and the in- 
crease in the price of bread has been twice as high as the increase in 
the cost of living index. 

How would you explain that? 

Mr. Laveutin. I thought I covered that rather extensively this 
morning. It would take me about 30 minutes to repeat it. 

Mr. Krrrrm. No. 

Mr. Laveutiin. It is all in the record. 

Mr. Kirrrre. Is it primarily labor costs? Is that what you say? 

Mr. Laveutin, It is a multitude of things. You just can’t put your 
finger on any one thing. Labor has accounted for a large part be- 
cause of the change in working habits. As I mentioned, our route 
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salesmen used to work unlimited hours, Now they work much shorter 
hours. The biggest single cost we have had is the change from a igs, | 
operation to a 5-day operation. That has really been expensive. . 
could talk about that for a full day if you want me to, because it is 
the most expensive single change that has confronted us. 

We have had an increase in holidays, which are expensive. How- 
ever, you can’t put your finger on just one thing. There are many, 
many factors involved. 

Mr. Krrrrie. Is there possibly something the matter with the com- 
petition in the bread field which means that competition produces 
higher prices for the consumer ? 

Mr. Lavuauuin. In one sense, you can say that the more competition 
you have, the less volume you do. 

But I wouldn’t single out competition. It is also the change that 
has taken place in the grocery stores. We used to have many small 
“papa and mama” stores, but they have gone out of existence. We 
have now large supermarkets and the large chainstores, and our 
method of distribution is changing. 

Mr. Kirrrtr. Thank you, Mr. Chairman. 

Mr. Dixon. Mr. Chairman, may I ask a couple of questions. 

Mr. Laughlin, chainstores do not compete with you for sales to in- 
dependent grocery stores, do they? When you speak of the chain 
grocery store, you mean one that bakes only for himself; is that right? 

Mr. Laventin. That is correct. 

Mr. Dixon. And so he in no way affects your competition for what 
is left of the business, does he ? 

, — Lavueuuin. Yes, but if he gets too much of it, there isn’t much 
eft. 

Mr. Dixon. I want to try to understand you. Ultimately the sale 
to the public is what you are concerned about, is it not ? 

Mr. Laventuin. Yes. 


ee ym Since you sell to the chain yourself, he is your cus- 
mer 
Mr. Lavanuin. He is our best customer and our greatest competitor. 
Mr. Dixon. So your customer, you say, is competing with you? 
Mr. Laventrn. That’s right. 
Mr. Dixon. Do you pay money back to these people as Mr. Graf has 
said? Does your company give rebates in order to get into these 
chainstores? 


Mr, Laveuuin. If there is a discount situation existing with a store, 
we will meet it. 

Mr. Dixon. Again if you give money above the counter, under the 
counter, on the invoice, you will only do it if it is to meet competition ? 

Mr. Laveuuin. That’s right. 

Mr. Dixon. How do you know that these discounts exist? What 
proof do you ask to have presented to you ? 

Mr. Lavenun. If oe we try to get either a copy of their check 
or a copy of their bill. Sometimes it is impossible. metimes, after 
investigating, we have to take the word of the chainstore, but before 
we meet it we do as thorough an investigating job as is possible. 

Mr. Dixon. This includes also when you return cash to them ? 


Mr. Lavexuin. I don’t quite follow you when you say, “Return cash 
to them”? 
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Mr. Dixon. That does not appear on the invoice. In other words, 
it is a rebate or a discount, whatever you want to call it, if it is some- 
thing that is given to them. 

oe Laveuutn. If we have an advertising discount, it is paid by 
check. 

Mr. Drxon. If you have money that is then returned to them to 
meet competition in the form of cash, what evidence do you get that 
somebody else is doing that? Do you have to take the word of the 
store manager ¢ 

Mr. Lavexutin. Sometimes you do, and sometimes you can get the 
actual evidence by means of lentien that have come into the stores or 
discounts shown on their bills. 

Mr. Dixon. That is all, Mr. Chairman. 

Senator Keravver. Is this a general practice of giving some special 
concession to the chains to get in their stores, such as an advertising 
allowance? Isthis something that they usually demand ? 

Mr. Laveuun. It varies by cities. 

Senator Krerauver. Would you say half of the time, a third of 
the time ? 

Mr. Laveuuin. No. You have some markets that have no discounts 
at all and you have some that do. I wouldn’t have the percentage 
at my fingertips. 

Senator Kerravuver. Is there any objection to furnishing to the 
committee a list of those that do have some special consideration ? 

Mr. Laveuutn. Is there any objection to doing what ? 

Senator Kerauver. Do you have any objection to furnishing the 
committee with a list of the markets that do have special discount 
or advertising allowances and those that do not ? 

Mr. Anperson. I think the committee has requested information 
along those lines in the subpena and we have supplied that 
information. 

Mr. Dixon. Not this. , 

Senator Keravver. I didn’t think that we had that information. 

Mr. Dixon. We have found out about it in the field, Mr. Chairman, 
that this practice does exist. Your question of the witness was whether 
he would give to us by market areas, by localities, or by companies 
or in some way, at least where these conditions exist. He said they 
exist in some places and not in others. 

Mr. Lavexuutn. Do you mean would we supply the list of discounts 
that wégive? Isthat what you mean? 

Senator Keravver. Either that or the market areas or the sections 
of the country. 

Mr. Laventtn. I think we could provide areas where discounts 
are given or where we think they are being given. 

Mr. Drxon. And the type of discounts? 

Senator Keravver. All right, sir, you supply that for the record 
and send itin. I believe that is all. 

‘4 Thank you very much, Mr. Laughlin, Mr. Faunce, and Mr. An- 
erson. 

We will stand in recess until June 30 at 10 a.m. 

(Whereupon, at.5:45 p.m., the committee adjourned, to reconvene 
at 10 a.m., Tuesday, June 30, 1959.) 
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TUESDAY, JUNE 30, 1959 


U.S. SENATE, 
SvuscomMitTreH ON ANTITRUST AND Monopo.y 
Or THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess and subsequent postpone- 
ment, at 2:35 p.m., room 312, Senate Office Building, Senator Estes 
Kefauver presiding. 

Present : Senators Kefauver (chairman) and Hart. 

Also present: Paul Rand Dixon, counsel and staff director; Peter 
N. Chumbris, counsel for minority; Theodore T. Peck, special coun- 
sel for minority; Nicholas N. Kittrie, special counsel for minority ; 
Philip R. Layton, assistant counsel; John M. Blair, chief economist; 
Walter S. Measday, economist; Thomas C. Williams, attorney; Paul 
S. Green, editorial director; and Gladys E. Montier, clerk. 

Senator Keravuver. The committee will come to order. 

Our witness this afternoon is Mr. Russell J. Hug, president of the 
General Baking Co., 420 Lexington Avenue, New York City. Mr. 
Hug, we are glad to have you with us. You are accompanied by 
Mr. Williams. You are the counsel for the company ¢ 

Mr. Witurams. Yes, sir. 

Senator Keravver. All right, Mr. Hug. You have a prepared 
statement which you can handle in any way you wish. Any part 
you wish put into the record without reading will be printed as if 
read. I see you have a number of tables. They will be printed as 
given here. Proceed. ' 


STATEMENT OF RUSSELL J. HUG, PRESIDENT OF GENERAL BAKING 
CO.. NEW YORK, ACCOMPANIED BY WILMER G. WILLIAMS, 
COUNSEL 


Mr. Hua. I think, Mr. Chairman, I would like to read, shall we 
say, excerpts from it, to get our feeling and our opinion on some of 
the questions that are of interest to the committee before you, and 
perhaps we will skip parts of it in the interest of time. 

Senator Kerauver. Yes; any part you skip will be printed in the 
record, Mr. Hug. 

Mr. Hua. I am Russell J. Hug, president of General Baking Co., 
420 Lexington Avenue, New York City, and I am appearing mon 
before this committee in response to its invitation. With me is Wil- 
mer G. Williams, our company counsel. I would like to assure the 
members of this committee of our fullest cooperation in the important 
study you are now making of the baking industry. 

6203 


6204 ADMINISTERED PRICES 


First, a brief word concerning the nature and scope of our busi- 
ness. We bake and sell bread and other bakery products at whole- 
sale and, to an increasing extent in recent years, at retail. Our 
customers consist of the consuming public, restaurants, grocer-retail- 
ers, and various institutions, such as schools and hospitals. Our 
grocer customers include small-store proprietors, individually owned 
supermarkets, and large independent and corporate grocery chains. 
We have 53 bakeries located in 24 States and the District of Columbia, 
and sales distribution in 34 States and the District of Columbia. We 
are also engaged in the restaurant and candy business in a relatively 
smaller sense on the west coast. Since we do not have nationwide cov- 
erage, we are not “national” in the generally accepted sense of the 
term. As a matter of fact, I am not aware of any commercial whole- 
sale baker with full nationwide distribution. 

During the course of these hearings, the committee has evidenced 
eral interest with respect to certain specific matters pertaining to 
the industry and I shall therefore, in an endeavor to facilitate your 
consideration of these subjects, address my remarks to them in some 
detail. 

I believe it has already been explained by prior witnesses why the 
baking industry is necessarily of a highly ibid deandten: Each mar- 


ket has its own distinctive format of product type, weight, size, and 
price, determined by local costs, local customs and consumer prefer- 
ences, collective bargaining at local levels with local unions, local com- 
petition between bakers and, in many cases, local chainstores manu- 
facturing and marketing private label “igh Markets in our 


industry are limited geographically by the extent to which we can 
supply consumers with fresh products. As explained by prior wit- 
nesses, a market can be roughly defined as an area extending a dis- 
tance of 60 miles from the baking plant. The use of sales branches 
and so-called depots supplied by large trailer trucks, and from which 
radiate a number of delivery routes, often permits distribution through 
a wider area and into adjacent nfarkets, probably over another 50 to 
60 miles. The added cost of hauling from bakery to loading stations 
is usually more than offset by the additional margin resulting from 
wider distribution and lower production costs at the bakery, otherwise 
the venture becomes unprofitable and undesirable from a business 
standpoint. 

The rapid growth of chainstore distribution in the past decade 
has practically revolutionized not only patterns of the grocery indus- 
try but also of the baking industry. This has been particularly true 
because of the ever-increasing volume of chainstore private label bread 
and other bakery products, whether produced by chainstore bakers or 
by commercial wholesale bakeries for the chainstores. 

I believe that Mr. Graf in his testimony stated that according to the 
1954 census there were some 142 chainstore bakeries with $265,851,000 
annual bakery sales, or 11.2 percent of the total wholesale baking busi- 
ness. He estimated that by 1958 there had been a 50-percent growth 
in this figure and elsewhere it was estimated that chainstore bakeries 
do currently some 8.6 percent of the white bread business. 

Mr. Laughlin in his statement expressed a view that the present 
share of the white bread business enjoyed by chainstore bakers is about 
20 percent. I do not feel in a position to challenge either of these 
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conclusions on the basis of any available statistics. It is our general 
feeling that since 1954 there has been a very substaitial increase in the 
volume of private label white bread sold by chainstores and that their 
resent share of the total wholesale bread business may fall anywhere 
tween 10 percent and 20 percent. 

As previously pointed out to the committee, chainstore bakery 
operations now constitute major competition in the independent bak- 
ers’ field and at the same time are their best customers. Chainstore 

rivate label bread sells at prices averaging 5 cents below regular 

rands. Better than 50 percent of chainstore bread sales, it is esti- 
mated, are from their own bakeries, representing about $400 million 
for 1958. The rapid growth of private label bread has without doubt 
substantially shrunk the market available to the independent whole- 
sale baker, the effects of which are being felt proportionately by. both 
the large as well as the small independent wholesaler. 

Figures, to my knowledge, are not available to establish reason- 
ably accurate costs of the chainstore bakery operations and distribu- 
tion of private label products. The 1958 census statistics, when re- 
leased, may supply this information in some form. We believe that 
our costs are competitive with the chainstore bakery to the dock; 
beyond that point in the area of distribution, the chainstore bakery 
should certainly appear to enjoy a marked cost advantage over the 
wholesale baker. 

Hourly paid drivers, transporting large quantities per load of bak- 
ery products, in conjunction with other grocery merchandise, in large 
transport trucks with drop delivery, and even possibly with a reduced 
or nonexistent store markup, should make this mode of distribution 
much less costly than the regular wholesale baker’s operation of 
transporting the same quantity of products in small delivery vehicles 
to numerous retail outlets, in small amounts per outlet, by commis- 
sion-paid driver salesmen, who service the grocery racks, make col- 
lections, pick up and credit returned goods, erect point-of-sale adver- 
tising and promotional material, and exercise their salesmanship to 
obtain greater and better product representation in each store. 

While these costs may be present in some degree in chainstore 
bakery costs, I do not believe _— are ordinarily recognized as di- 
rectly applicable to bakery business by the chains. 

Of t significance to our entire industry, it seems to me, is the 
intensified: competition during the past decade among the various 
segments of the food field for the consumer’s food dollar. For vears, 
the per capita consumption of bread has failed to keep pace with the 
remarkable population growth of this country, although the decline 
has been somewhat arrested during the last year or so.. There cer- 
tainly has been a marked decrease in wheat consumption in this coun- 
try and this has been the subject of great concern to the farmers. Any 
decrease in per capita bread consumption may be due to the fact that 
after all there is a total overall limit to the calorie consumption of the 
human being and with a generally rising level of income with larger 
food budgets, coupled with greater diet consciousness, there may be 
a greater consumer preference for meat, milk, eggs, and vegetables at 
the expense of bread and other grain products. 

If the baking industry is to have a reasonable participation in the 
food dollar in the face of the strong competition of canning, meat, 
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cereal, fish and dairy interests, we must be prepared to develop greater 
and more consumer-appealing varieties, more enticingly packaged, 
with more built-in conveniences, even though this may mean increased 
costs and raised prices. This is a critical period for the entire baking 
industry and the challenge of changing dietary patterns must be met 
in a bold and creative manner. 

A very strong consumer preference exists for. the so-called soft-type 
white enriched bread, which in itself accounts for the predominance 
of production of this type loaf by bakers today. This continues de- 
spite what appears to be a trend in recent years to more variety and 
so-called specialty breads in consumer tastes. Nutritionally, today’s 
enriched white bread provides many important body building ele- 
ments in the daily diet and is one of the best food buys on the grocer’s 
shelf. Despite these facts it is constantly subjected to ill-advised and 
misinformed editorial attacks for one reason or another which obvi- 
nies have taken their toll in reduced per capita consumption of 

read. 

Mr. Chairman, I should like to point out that the effect of new 
competition from chainstore bakers and other dietary foods has had 
its effect on the large as well as the small baker. I believe our com- 
pany is considered to be a member of the Big 4, or the Big 8, referred 
to in previous testimony. 

In our case, however, since 1950 we have withdrawn from wholesale 
distribution and closed bakeries in Omaha, Nebr.; St. Louis, Mo.; 
Indianapolis, Ind.; and Kansas City, Mo. Kansas City was recently 
reopened as a Van de Kamp multiunit operation, rather than whole- 


sale. Partially because of necessity for increased efficiency, and par- 
oe because of the shrinking market, bakeries were closed in New 


York City, Jersey City, Boston, Toledo, New Haven, and Waterbury. 
In the latter cases, we still serve the market from nearby operations. 

As far as I have been able to observe, aggressive local ownership- 
management is in most cases an excellent match for the so-called 
large operator, as is exemplified in data previously submitted by Mr. 
Graf concerning his cooperative group, and in the record and market 
position of hundreds of so-called smaller independents throughout 
the country. As was pointed out, there are about as many bakery 
establishments today as existed in 1938 and, although population has 
risen substantially during this period, the productive potential of 
individual bakeries has also more than doubled with modern equip- 
ment. While there has been somewhat of a trend in recent years for 
smaller operators either to move in with larger companies or to 
consolidate with smaller companies, I believe in most cases this has 
been done for reasons other than business distress. In many cases 
ownership-management has reached the age where they no longer wish 
to continue active in the highly competitive market. In other cases 
mergers occur because of individual tax considerations, lack of man- 
agement people to succeed in the business in whom the owner feels he 
ean have confidence, reasons of health, or sometime unfortunately 
because of death. 

I, of course, have not made a detailed study of the situation but in 
most of the cases where I have had the opportunity to review bakery 
businesses for sale, distress situations have been in the distinct 
minority. 
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Mr. Chairman, I believe that other witnesses have placed in the 
record statistics regarding the composition of the baking industry, 
with particular reference to the wholesale segment, and I will not 
repeat them here. 

t is significant to note, however, from these statistics, as I un- 
derstand them, that the so-caller eight largest wholesale bakers— 
not identified—representing 351 producing units, do only 26 percent 
of the total industry volume, and that another 13.7 percent of the 
industry business is accounted for by 238 cooperative producing units. 
The remaining 60 percent plus of the total industry volume appar- 
ently is divided among better than 17,000 independent wholesalers, 
and multiunit and home-service retailers. 

Mr. Chairman, you have expressed an understandable interest on 
behalf of the committee in the reasons for the steady rise in the retail 
price of white bread from 12.5 cents per pound in 1947 to 19.3 cents 
per pound in 1958, representing an increase of 45 percent during that 
period, while the cost-of-living index for the same period increased 
only 23 percent. 

In our case, as is undoubtedly true of other wholesale bakers, the 
answer seems to lie in the constant and substantial increases in our 
noningredient costs. During this period labor costs have been mov- 
ing upward with little, if any, regard to increased worker produc- 
tivity. In our experience there has been no interruption in the trend 
of high labor costs, even during temporary recession periods in our 
national economy, such as in 1953-54 and 1957-58, either directly in 
people employed by us or indirectly in the goods and services we 
purchase from others. 

We have been obliged to pay costly fringe benefits, health and 
welfare, pensions, more paid holidays, higher paid holidays, longer 
vacations, higher premium rates of pay, costly reductions in the 
hourly workweek, changes from a 6-day to the substantially more 
expensive 5-day delivery operation, with dropout or swing men, et 
cetera. 

Comparable benefits, in many instances, have also been extended to 
nonunion personnel at a great cost to us. In addition, hourly rates 
have advanced substantially as is indicated in the following tabu- 
lation : 

‘ Wages and fringe benefits * 


Base pay per hour 


Mixer 

Machine operator 

nine ni oditza odie aeons ccksteetbaerian sstioiipeaietoine ; 
‘Porter-cleaner. F | 


1 Fringe henefits include welfare, pension, uniforms, holiday, 3d week vacation, dressing time, sick leave 
and night differentials and amount to about 25 percent of average weekly pay. 


Furthermore, we have been obliged to meet rising nonlabor ex- 
penses, including higher costs of repairs and replacements, higher 
building costs, higher real estate prices on new purchases, higher 
taxes on all governmental levels, higher rentals, higher insurance 
costs, and substantially increased advertising costs, to name a few. 
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Contributing in some measure to the retail price increase is the larger 
grocer markup in cents, even ane percentagewise it may have de- 
clined slightly in some markets. I believe it is the cumulative and 
inescapable result of these rising costs in practically all aspects of our 
business that accounts for the upward trend in the retail price of white 
bread. 

Because of the highly localized and fiercely competitive nature 
of the baking industry, bread prices are determined in each market. 
The costs of wholesale bakers differ little in the aggregate in any 
one specific market. Any cost variances that may exist are usually 
too fractional to affect price. Each baker, large or small, in a given 
market is faced with the responsibility of maintaining plant efficiency 
at competitive levels, otherwise he will be forced to price himself 
out of the market to maintain profits. 

As in any other business, the baker must be fully aware of com- 
petitive prices and be prepared to meet them. Our salesmen are 
alterted to pick up and report information concerning competitors’ 
prices and practices, so that we may be in a position promptly to 
meet, our competition as we find it. Since commission earnings are 
also involved, our sales personnel have a special interest in being com- 
petitive at all times. In their effort to obtain such information, sales- 
men make a point of questioning competitor salesmen, whom they 
meet on the street, in stores, at union meetings, or socially. They also 
seek to learn as much as they can from our grocer customers, who fre- 
quently volunteer information to our salesmen in order to learn what 
our own plans may be. On occasions, when our grocer customers re- 
ceive, as they often do, written notices of proposed price changes by 
our competitors, they may. show them to our salesmen, asking our in- 
tentions. From time to time our salésmen have been able to pick up 
some of these notices for our information. 

The principal factor in our decision to increase selling prices in 
any market, when we find it necessary, evolves from the pressure of 
rising costs and their effect on the profits of the particular plant or 
market area involved. 

Senator Kerauver. Mr. Hug, do you prefer to finish your state- 
ment before answering any cneshonst 

Mr. Hua. No, I am at the pleasure of the committee on that, Mr. 
Chairman. 

Senator Kerauver. Do you have some questions you want to ask, 
Mr. Chumbris? 

Mr. Cuumprnris. Yes. Mr. Hug, you were mentioning the increased 
cost of operation. I notice you did not say anything about the in- 
creased cost of distribution. The president of Continental Baking 

Yo. testified that he thought the increase in the cost of distribution 
was even greater than his labor costs. What have you to say on that? 

Mr. Hove. Increased costs of distribution are an important factor 
in our overall cost picture. 

The 5-day week where we have it in certain markets has been a very 
important factor in that cost. Reduced street time on the part of 
salesmen, which means that they don’t have the time on the street that 
they had in prior years, requires that we have smaller routes or, in 
some instances, we may have supervisory personnel give additional 
service. 











ADMINISTERED PRICES 


6209 















































ad Distribution costs are a tremendously erent factor in our cost 
aia — and if I haven’t mentioned it, it’s specifically in the statement, 
jue certainly meant to include it. : : 
bite Mr. Cuumpris. The reason I raised the point was because Mr. 
; Laughlin stated that in his opinion the increase in distribution costs, 
anes since 1947 was even higher than his increase in labor costs. 
ket Mr. Hue. It is possible they may be slightly higher, but they may 
“ih a run pretty neck-and-neck on the inside and the outside. 
alle The fringes that we pay on the outside are also paid on the inside. 
a Health and welfare benefits and that sort of thing are an inside and 
eee outside factor. Whether they run higher or not, I don’t have sta- 
self tistics with me to prove that point. I would say that they are sub- 
stantial, and quite important in the cost picture. 
vn Mr. Cuumpnis. Thank you. . ; 
nits Mr. Prcx. Mr. Chairman, along that same line, I would like to 
Mane? ask Mr. Hug about two statements which could go together. _ 
y to _ You stated, sir, that although the number of bakeries in the Na- 
| ale tion was now about the same as in 1938, still there was about a doubled 
Le capacity because of the introduction of modern equipment. That 
stew: would indicate that the bakeries have been rather well modernized, 
they most of them at any rate. : 
din Then, sir, you say that your labor costs have gone up without any 
te particular regard to labor productivity. You have mentioned that 
ent & mixer now earns about twice as much as he did in 1947, 12 years 
‘ ago. 
ob The cost of the new equipment, sir, would ern tat great. 
sitin, The increase in the labor cost itself would undoubtedly be great. 
k up Do you notice any actual increase in labor era as a result 
of better trained workmen, or would you say that your increased pro- 
ian duction has been doubled as a result of your own investment in capi- 
a ait tal improvement ? ; . 
at ox Mr. Hua. The increased production which we have been able to ob- 
tain, is primarily from equipment. Where a bakery 10 or 15 years 
Raita ago produced, shall we say, 45 pieces a minute, that is almost doubled 
today with faster running equipment. 
OMe Mr. Peck. Automatic equipment? 
Bred Mr. Hue. Automatic in some instances. Now, the extent to which 
» ealke individual bakeries have been modernized varies with companies and 
, areas. Sometimes it is not considered to be a wise move to spend 
eased huge sums of money on capital improvement where the return does 
a tn not justify the investment. But you raised the point, is it individual 
aking worker or productivity. bank wok 
ation I would say that is a matter of individual plant training. In 
that? some plants well-trained workers do an excellent job. In other plants, 
factor the reverse is true. I would not say that there is any overall trend. 
What I mean by this statement, “increased work productivity,” we 
. very have factors that have entered into the worker's situation where there 
i of has been a tendency to reduce productivity. That is just a condition 
t that as it exists today as compared with a number of years ago. 
or. in _Mr. Pecn. We have heard evidence, sir, during the course of pre- 
onal vious hearings, that increased wages, which rise faster than labor pro- 


ductivity, are inflationary. I just wondered if your industry as such 
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has any economic statistics to indicate what the rise or fall or change 
in labor productivity in a bakery industry might be. 

Mr. Hua. Iam not aware of any; no. 

Mr. Peck. That isall. Thank you, Mr. Chairman. 

Senator Kreravver. While you are on the subject, Mr. Hug, in the 
case of your company, what do you calculate the overall increase in 
productivity has been over a 10-year period, regardless of whether it 
comes from more modern equipment or more efficiency on the part of 
the employees? In other words, how much more bread can you pro- 
duce with a given number of employees today than you could in 
1947-48 ? 

Mr. Hua. Mr. Chairman, that will vary with the individual situa- 
tions at plants, depending on the type of equipment we have installed. 

There is an increase of productivity that arises from the installa- 
tion of automatic equipment, but along with that installation we are 
required to naturally absorb a much heavier depreciation, much heavier 
real-estate taxes, much heavier amortization costs all along the line. 
It used to be common in the industry 10 or 15 years ago to produce, 
shall we say, 45 pound units a minute, and that as a standard is up 
around 70, or something around that figure. 

Now we don’t use more people to handle that. Increased produc- 
tivity might have been in the production area, but in the shipping and 
handling we need additional people to handle the increased produc- 


tivity. 
I have no basic statistics here percentagewise to tell you what our 
a has increased in production efficiency over the past 10 years. 
ry. 


rxon. Mr. Chairman, if I may interrupt right there, let me 
ask something on that point. I have been very carefully following 
your colloquy, which started with Mr. Chumbris, and I understand 
your statement to mean that much of your total cost today is due 
principally to high labor costs; is that correct ? 

Mr. Hue. In all areas of noningredient costs they have gone up; 
wrapper costs, for example, have gone up substantially. 

Mr. Drxon. On page 7 of your statement, you made reference to 
the fact that you were also disturbed about the retail price increase 
of white bread from 1214 cents per pound in 1947 to 19.3 cents per 
pound in 1958. 

According to “Market Margins for White Bread,” Miscellaneous 
Publication No. 712, published by the U.S. Department of Agricul- 
ture, the wholesale price of white bread at that time was 10.6 cents. 
That was the average wholesale price. 

Mr. Hue. In what year? 

Mr. Dixon. In 1947. In 1947 the retail price was 12.5 cents. In 
1958, 19.8 cents is the retail price. The average wholesale price of 
bread today is 16.2 cents. 

Mr. Hug, from the information that was submitted to us by your 
company, as well as three other large major wholesale bakeries, we have 
determined the average comparative costs per pound of bread. Ac- 
cording to my calculations from those average costs. the average in- 
gredients cost of the Big Four companies is 5.14 cents per pound. 
This breaks down into labor costs, 5.40 cents per pound; wrapping and 


pees costs, 1.09 cents per pound; advertising cost, 0.66 cent per 
pound. 
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Those are your principal costs, though not your total costs. Added 
together, they equal 12.29 cents per pound for your principal costs. 
There is still a considerable difference between that figure and 16.2 
cents per pound. 

Mr. Hue. Were distribution costs included in that ? 

Mr. Drxon. Your labor costs, as I understand it, would include 
distribution cost. 

Mr. Hue. The labor is usually separated into two categories, the 
inside labor and the outside labor, and the outside labor is, I believe, 
Jumped—I am not familiar with the figures you have there, but I 
would think according to a bakery practice that it would be included 
in distribution costs. 

Dr. Buar. Mr. Hug, perhaps I could make the point that Mr. Dixon 
was getting at in just a slightly different way, since the discussion 
was precipitated by your mentioning of labor costs—the increase in 
the labor costs shown on page 8. 

Mr. Hue. Yes. 

Dr. Buatr. I just would like to put in the record, Mr. Chairman, 
two compilations from independent sources: (1) A cost survey con- 
ducted by the subcommittee of the four largest baking companies, and 


(2) a cost survey supplied to the subcommittee by the Quality Bakers 
of America Cooperative. 

Senator Keravver. Without objection, it will be made a part of the 
record. 

(The compilation referred to follows:) 


Labor-cost increases, 1947-58: QBA 
[Cents per pound] 


ON dss tens shcantstve sn octnadeknh sear ste tcieed Sach peacoacane casaehiecaclaeoel 1.15 2. 08 


0. 93 

NIN... cu adhs naman d begat seme abaeuahidetoueben 1,32 2.72 1.40 
EN CHE ONOD 55.55 nan icin ato dbdnandcdanedune rob paagennnsaweael 12 31 -19 
DE areencessunscsdntgttioupeinanteietussigatidiny bokdeumbekikaiie ll 24 13 
SD CII Sinn Bin. cab aesta hn idsicénecntthonesinbtick 2.70 5. 35 2.65 
WT PONIES gvacctccrctinivnddtakecuidinsensasanedeeanee 11.02 16. 61 5. 58 









Source: QBA. 


4 largest companies, 1950-58 
[Cents per pound] 





1958 Increase 


All employees: 
Be ny RII... nncncsivcinneenaiemmmmantinadiaiaeaaaitiaiad 3. 46 5.40 1.04 
EE HII WINING dona cca ra psi cdavceeen ateeecouarsoieee 3. 53 5. 69 2.16 
‘WHkeas Tries, WHR WOU acne etic gah ng scacnddceobedoaxucwhade 11.6 16.2 4.6 


Source: Tabulations of companies’ replies to Senate Agricultural Committee and Senate Antitrust and 
Monopoly Subcommittee questionnaires. 


Mr. Buarr. The significant finding is that both surveys show about 
the same relationship between the increase in labor costs and the 
increase in price. 

For the period 1947 to 1958, the QBA data show total labor costs 
per pound of bread rising from 2.70 cents to 5.35 cents, or an increase 
of 2.65 cents per pound. During the same period the QBA average 
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bread value rose from 11.03 to 16.61, or an increase of 5.58. In other 
words, the increase in labor costs accounted for about half of the 
increase in the bread value. Now, that is not to imply that the residual 
consists solely of profit. It consists of many other cost items as well. 
But as far as labor costs are concerned, the increase therein appear, 
according to this tabulation, to account for about half of the total 
increase 1n price during that period. 

Very much the same result is indicated for the period 1950 to 1958 
for the average of the four largest baking companies. There, the 
increase was 2.16 cents per pound in labor costs, including the fringe 
benefits. The increase in the wholesale price was 4.6 cents per pound. 

The close correspondence of the showings of the two sets of data 
would lend some substance to the conclusion that the increase in unit 
labor costs accounted for about half of the increase in price during the 
last 8 or 10 years. 

Mr. Hue. From these figures, yes. 

Mr. Buarr. Would you care to comment on that, sir? 

Mr. Hua. I haven’t any statistics with me, but in our company it 
runs almost 75 percent, up to 80 percent of the total net revenue that 
we derive from price increases to offset increased labor costs. 

I believe the figure was somewhere near 80 percent over a 10-year 
period. Those figures seem low. I don’t know whether they include 
the distribution labor or not. I am not familiar with them. They 
seem low to me. 

Mr. Witu1aMs. Might I see that tabulation, Senator? 

Senator Kerauver. Yes, indeed. 
eee you mind furnishing these statistics for your company, 

r. ? 

Mr. Thea, Not at all, Mr. Chairman. 

Mr. Buatr. Perhaps you could submit a memorandum ? 

Mr. Hue. I will do that. 

Senator Kerauver. Would you submit the figures for your company 
and then a memorandum commenting on the staff table? 

Mr. Hue. What you want, so I understand you correctly, is the 
increased labor costs as compared with price adjustments that have 
been made in the last 10 years. 

Senator Kreravuver. Yes, that is right. 

Mr. Hue. We will supply that. 

(The material referred to may be found beginning on p. 6636.) 

Mr. Pecx. Mr. Hug, do we understand correctly that when you 
refer to labor costs, you refer specifically to production labor costs? 

Mr. Hue. No. 

Mr. Peck. Or are you now talking 

Mr. Hua. I am talking about all payroll labor costs. 

Mr. Peck. Including salaried employees and waged employees? 

Mr. Hua. That is right. 

Mr. Peck. Does that also include salaried or waged persons in the 
distribution phase of your business ? 

Mr. Hua. It does. 

Mr. Peck. It does? 

Mr. Hua. That is correct. 

Senator Keravuver. Does it include officers of the company ? 

Mr. Hoa. No. 
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Mr. Dixon. Your labor costs are fairly uniform from plant to 
plant, aren’t they ? 


Mr. Hue. I beg your pardon ? 
ed Dixon. Your labor costs are fairly uniform from plant to 
plant? 
_ Mr. Hue. No; not. necessarily. We have over 200 contracts cover- 
ing various phases of all of our operations, and all of them are nego- 
tiated locally, and there may be wide differences between areas. 

Senator Kerauver. Would you try to get this information within 
1 week? 

Mr. Hue. I will. 

(The material referred to may be found on p. 6636.) 

Senator Kerauver. Very well, proceed with your statement, sir. 

Mr. Hue. In a particular market, competing bakers, as previously 
mentioned, are normally in about the same economic predicament. 
Their is little variation in their cost of materials and, with joint col- 
lective bargaining at the local level, their labor costs are practically 
identical. ‘That is a question we have just had on a pealienis market. 

A price increase turns therefore, primarily on proper “timing.” No 
baker likes to lead off with a price increase because of the risk of 
volume loss and impairment of consumer goodwill he may thereby 
incur, coupled of course with the ever-present danger that he may 
miscalculate competitive cost pressures and be obliged eventually to 
drop back in price because competition has not followed. 

Bakers in the past have miscalculated the market and, having initi- 
ated a price increase, been forced to drop back in price, usually with a 
significant loss of volume and some impairment of consumer and gro- 
cer goodwill, because competition did not follow. To cite a few 
illustrations: 

In the New York City market in February 1942, we felt that we 
urgently needed a bread-price increase and we made an announcement 
to that effect. One of our major competitors in that market promptly 
issued a press release stating that he did not intend to increase his 
price. Under such circumstances, we felt compelled to retract our an- 
nouncement and to forgo our proposed price increase. 

Again, in Toledo in October 1947, we increased our bread price 1 
cent wholesale but when one of our principal competitors increased his 
price only one-half cent, we were obliged to drop back to the lower 
price. In Columbus, in January 1948, we increased our wholesale 
price and other bakers followed. However, the chainstores did not in- 
crease their price and proceeded to advertise their lower price exten- 
sively. There was such a substantial decrease in sales volume that 
one of the major house-to-house retail bakers felt obliged to return to 
his old price and the rest of the bakers, including ourselves, under the 
circumstances, did likewise. 

Someone has raised the question why bakers in most cases promptly 
follow another baker on a price increase, for which I believe there is a 
most logical explanation. In the past 10 years, particularly, selling- 
price relief to cover uncontrollable rises in basic costs has lagged the 
effect. of cost increases by considerable lengths of time. Because of in- 
tense competition, bakers have been reluctant to pass on to the con- 
sumer increases in costs and incur the competitive risk of losing volume 
with higher prices. This is exemplified in a previous statement in 
which the attention of the committee was directed to the fact that 
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bread prices in Chicago and other major cities in the United States 
remained unchanged over long periods of time. 

During this time I am confident most basic industry costs in the ag- 
gregate were rising, as this has been an almost unbroken trend in re- 
cent years. It follows, then, that when an individual baker finally 
decides to lead with a price increase, the remaining bakers follow be- 
cause of the universal pressure of higher costs and the knowledge that 
if they don’t the leader will be forced to cut back and no relief will be 
forthcoming. 

Each plant, in our view, is a separate business, which the plant man- 
ager has the primary responsibility of operating at a reasonable profit. 
To meet this responsibility, he must have the authority to effectivel 
recommend prices. This he is well qualified to do because of his 
personal familiarity with the local conditions which must enter into 
any sensible price determination. 

Deccagnideiations for price adjustments are initiated by the plant 
manager for his market and submitted, with the regional manager’s 
approval, to home office for clearance. If the recommendation of a 
price increase is based upon the increases of other bakers, home office 
wishes to make sure that we are actually matching our competitors. 
We like to have the best evidence possible under the circumstances of 
our competitors’ price moves. 

For the purpose of verifying the current cost situation at the plant 
level and the plant justification for the authorization, the price rec- 
ommendation from the field is submitted to our controller at home 
office, who clears with our vice president for marketing and then 


advises the regional pr ana in turn specifically authorizes the 


plant manager to proceed with the price change. 

Price variations in different localities for white bread baked by the 
same plant have also been the subject of special interest. to the com- 
mittee. As made quite apparent by other witnesses, this is not an 
unusual situation in the aking mdustry and again reflects vigorous 
price competition at the local level. When our distribution spreads 
into areas where the local bread-price patterns differ from our plant 
prices, our bread will be priced in accordance with the prevailing 
price of the particular area. I know of no occasions of our entering 
a market and undercutting the prevailing price. 

Mr. Dixon. You always follow, is that what you are saying? 

Mr. Hus. That is right. We match the price. 

Obviously, if the local prevailing price is too low for us to meet, 
our — manager would have little interest in going into such a 
market. 

On the other hand, anticipated volume may warrant his entering a 
new area on a marginal basis if the added volume will significantly 
ieee his plant-cost position. 

egarding the cellophane situation, which was the subject of some 
consideration by this committee, we have, of course, been buying cello- 
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phane for many years from various vendors, including the American 
Viscose Co. Up until about a year ago cellophane was in relatively 
short supply, but at about that time the available supply increased 
and also polyethylene came on the market which freed greater 
quantities of cellophane for use in the baking industry. 

At the time, we had become aware of the fact that QBA was getting 
a better price on cellophane from American Viscose, than we were, 
although we understood we were both buying in substantially the 
same quantities. We insisted that we receive equal price treatment 
from American Viscose. Since American Viscose was unwilling to 
give us comparable price consideration, at the end of October 1958 
we placed our last cellophane purchase order with American Viscose 
and we have not bought any cellophane from American Viscose since. 

When the supply of cellophane loosened up and, as mentioned above, 
polyethylene came on the market, in the exercise of our own independ- 
ent judgment, we reached our decision and followed through with ap- 
propriate action. I can assure this committee that the elimination of 
the QBA discount on cellophane, if it has occurred, has not been the 
result of any concerted action to which we have been a party. 

Our net sales, including subsidiaries, aggregated $166,140,000 for 
1958 as compared with $110,540,000 for 1948. Our 1958 earnings, 
after taxes, were 1.7 percent of sales and 7.6 percent of stockholder 
equity, being the same ratios as in 1957. Our 1948 earnings, after 
taxes, were 4.2 percent of sales and 16 percent of stockholder equity. 

I understand that the committee desires to be informed regarding 
the capitalization and value appreciation of outstanding stock of the 
Jarge baking companies. We had 90,775 shares of $8 cumulative, no 
par value, preferred stock outstanding with a stated value of $9,077,- 
500 and 1,604,995 shares of $5 par value common outstanding with a 
stated value of $8,065,759, as hows in our annual report for 1958, a 
copy of which isin the committee’s file. 

Our capital stock is widely held by the public. It is listed on the 
New York Stock Exchange where it sold on June 25, 1959, at 1214 
for the common and 15114 for the preferred. The high and low sell- 
ing prices of the common and of the preferred respectively were dur- 
ing 1940 534 to 814 and 118 to 145; during 1945 from 834 to 143% and 
from 16034 to 18514; during 1950 from 914 to 12 and from 146 to 166; 
and during 1955 from 91% to 115% and from 13614 to 14814. During 
this period, we had no stock splits or stock dividends. 

Mr. Chairman, may I again express my appreciation for this oppor- 
tunity to appear before your committee today. I shall be glad to 
answer any questions insofar as I may be able to do so. 

Mr. Drxon. Mr. Chairman, before we start questioning, I suggest, 
that we offer for the record several charts that have been prepared 
by the staff and that Dr. Blair explain them. 

Senator Kerauver. Very well, they will be made a part of the 
record. 
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(Chart I referred to follows:) 
GENERAL BAKING COMPANY 
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Mr. Buair. Mr. Chairman, this first chart that I have to present 
is similar to one presented for Continental. It shows the prices pre- 
vailing in terms of price per pound at each of the cities in which Gen- 
eral Baking Co. has a plant. 

These prices are as of September 1958, reported to the subcommittee 
by, in this case, the General Baking Co. 

Senator Keravuver. Are these wholesale prices? 

Mr. Buatr. These prices, sir, are wholesale prices, and they are ex- 
pressed in cents per pound. In many cases of course bread is sold in 
a size of loaf different than a pound loaf. But the prices have all 
been converted to a pound basis. 

Mr. Drxon. Dr. Blair, will you give some of the variations at those 
different plants? 

Mr. Buarr. Yes, I am going to do that right now, Mr. Dixon. 

Now, I thought perhaps that the best: way to bring out the principal 
showings of the chart, is to compare the prices in fairly adjacent 
communities starting with the New England area. 
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It will be noted that in Hartford, Conn., the price is 17.5 cents a 
ound. Over in eo Mass., the price is 16.6 cents a pound. 
ut in Albany, N.Y., it is 18.5 cents a pound. Thus, within that 
a limited geographic area there is a range of nearly 2 cents a 
ound. 
. Moving down into New York State, we find that in New York Cit 
there is a price of 17.5 cents a pound. In Albany the price, as noted, 
is 18.5 cents a pound, a difference of a cent. In this part of the coun- 
7 we have a price of 17.2 cents in Washington, D.C., and a price 
of 17.7 in Baltimore. In Philadelphia the price is 18.8 cents a pound, 
or a difference of more than 114 cents a pound as between Washing- 
ton on the one hand and Philadelphia on the other. 

Mr. Drxon. And a difference of more than 1.3 cents a pound be- 
tween Newark, N.J., and Philadelphia. 

Mr. Buair. Yes, sir. 

Now moving over into the western part of the country, we find in 
Wichita a price of 16 cents a pound, and at Oklahoma City, Okla., 
17 cents a pound. At Columbus, Ohio, we have a price of 15.3 cents 
a pound, and in Louisville, Ky., 16.5 cents a ional. 

would like to call particular attention to Albany, N.Y., where 
the’ price is 18.5 cents a pound, and to Canton, Ohio, where it is 15.5 
cents a pound. These are two cities for which we have been able to 
obtain figures on wage rates. I would like, with your permission, 
Mr. Chairman, to put the wage rates for the different types of shop 
labor into the record at this point. 

Senator Kerauver. Without objection, that will be done. 

(The wage rates referred to follow :) 


General Baking Co.: Comparison of prices and wage rates 





Albany, N.Y. | Canton, Ohio 


Wholesale price per pound, white bread, Sept. 1, 1958..........-. cents... 18.5 15.5 






Wage rates: ! 
Be bs socn ume dincnnesiaccus ob an tevsrbasnareeikadintepcaaae $2. 23% $2. 23 
Mixer helper... aa 2.03 2. 06 
Oven operator. 2.19% 2.19 
Oven feeder__.. ae 2.12 2.14 
CIN ion i Soh li decdvkekdnatnadshoubuntelddd anbbaduuliectung 2.11 2.14 
Ds cassdlans unakdotndawakon hima tiae unk taeikshamadeeidaacnaciee 2. 08% 2.14 
ts Sn OL occ kcesencenbals dem diudlaahek bihaadekdeaauehionan 2.06 2.04 
PONT PI i 555 203d on nttiGsabuonittidanbhimaassbstninbnnandssttwnsion 2. 03 2.12 
BI I oct in-ig uc  sesereenehitndnsietvesgoe toe test aetna itata aetna 1. 98 1.93 
Helper, bake shop, general plant, wrapping machine, packing room - 1. 95 1.96 


1 Source of wage rate data: Rates from General Baking Co. contracts at Albany, N.Y. (effective date, 
Apr. 1, 1958), and Canton, Ohio effective date, May 15, 1958), provided to the subcommittee by the American 
Bakery and Confectionery Workers International Union, AFL-CIO. 


Mr. Drxon. For those two localities? 

Mr. Buarr. For Albany and Canton. We are endeavoring as best 
we can to get coumpansble data for other contrasting pairs of cities, 
but this information is difficult to secure. If we are able to secure 
similar figures for other cities, I would like to have permission to put 
them into the record also. 

Mr. Witurams. Mr. Chairman, may I ask the basis of these wage 
rate figures. Are they averaging some figures or what? 

Mr. Buatr. No, sir. These data were obtained from the American 
Bakery & Confectionery Workers from the contracts which are effec- 
tive in Albany as of April 1, 1958, and at Canton on May 15, 1958. 
The wage rates shown are for very specific types of workers: mixers, 
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mixer helpers, oven operator, oven feeder, oven dumper, wrapper, 
shipper first class, flour blender, pan greaser, helpers, and so on. 
For each type of labor the wage rate is indicated as set forth in these 
contracts, 

Mr. Wiu1aMs. Union labor, you are speaking of ? 

Mr. Buatr. Yes, sir. 

Mr. Witi1AMs. Not necessarily nonunion labor ? 

Mr. Buatr. No, sir. These are the wage rates applicable to the 
union labor covered by the contracts entered into between the Ameri- 
can Bakery & Confectionery Workers Union on the one hand and the 
General Baking Co. on the other. 

Now, w ithout going into all of the details here, I would just like 
to point out that despite the fact that a 3-cent difference in price 
exists between the two cities, the difference in wage rates is very 
limited. 

For some types of labor, Albany has a higher wage rate. This is 
true in the case of mixers where the wage rate is $2.235 as contrasted 
to $2.23 for Canton, while for others, such as mixer helpers, the wage 
rate in the high-priced city of Albany i is actually lower than in Can- 
ton. Overall there seems to be very little difference in the wage rates 
as between the two cities. 

Senator Kerauver. Let’s see if Mr. Hug has any comments. 

Mr. Hua, Yes. I would like to comment that as pointed out in the 
statement, the factors entering into a price level in a particular mar- 
ket are determined or can be summed up under two headings: costs 
and competition, 

I should like to add that offhand a number of those plants that have 
been pointed out where the prices are substantially below—I am not 
familiar with the complete details of the market. 

As I say, we rely upon local management, but those plants today are 
either very marginal producers or are e actually losing money. Due to 
conditions of competition, we feel that it would be a greater risk or a 
greater evil to raise the price, and we are just going along hoping that 
possibly the conditions of competition will clear up. 

But those are very marginal producing areas, and Canton, Ohio, 
was mentioned there. That is definitely a very marginal producing 
area. 

Mr. Dixon. Mr. Hug, if I understand you correctly, some of your 
plants are either not making any profit or perhaps may be losing 
money. 

Mr. Hue. We have loss plants; that is right. 

Mr. Dtxon. In other words, you made varying degrees of profit at 
your various plants? 

Mr. Hue. Definitely. 

Mr. Dixon. And you operate some plants at a loss? 

Mr. Hue. At a slight loss or a margin, a very marginal producing 
plant. In cases like this where we have been caught in a squeeze 
with rises in our baking costs, naturally the profit margin shrinks 
materially, 

Mr. Buair. Mr. Chairman, I will put only three other charts into 
the record at this time in order to expedite the hearings. These next 
charts are what we refer to as “route maps.” They indicate for se- 
lected areas the prices charged in particular communities served by 
General Baking Co.’s route trucks. 
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As was brought out in the hearing a few days ago, it is the general 
practice in the bread industry—and I think Mr, Hug makes reference 
to this practice—to ship bread considerable distances out of the plant 
in which it is baked to loading stations or depots, as they are termed. 
Such shipments generally are made in large truck trailers. 

At the loading statigns the bread is transferred into smaller delivery 
or route trucks, which service communities on particular designated 
routes. 

A simple illustration of the price variations that exist at a com- 
munity at some distance from the plant in which the bread is baked 
is provided by the next chart, which relates to the price of bread baked 
in the company’s plant in Buffalo, N.Y. 

Senator Keravuver. Let this chart be marked “Chart No. 2.” 

(Chart 2 referred to follows:) 
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Mr. Buatr. Again the price has been put on a pound basis. Again it 
is the wholesale price prevailing in September 1958. 

It will be noted that the price at Buffalo was 18.5 cents. In this 
particular case the bread was shipped directly to Jamestown, N.Y., 
which is a distance of 17 miles, and sold at 16.2 cents, or 2.3 cents below 
the price prevailing in the city where the bread was baked. 

In addition, the chart shows the prices in-eOmmunities served by 
two route trucks. One route truck leaves Buffalo and goes to Aurora, 
Arcade, Gowanda, Forestville, Silver Creek, Derby, and other com- 
munities. At the various communities served by this route truck, the 

rice is 17.5 cents, or a cent lower than in Buffalo where the bread is 
aked. 

Shall I proceed now to the next chart, Mr. Chairman? 

Senator Krerauver. Mr. Hug, why can’t you give the people in 
Buffalo the same low price that you give at Jamestown or at the truck 
routes ? 

Mr. Hua. This longer span down here to Jamestown at 16.2 cents 
a pound, when the management of the Buffalo plant made the deci- 
sion to enter that area, and I don’t know how long we have been in 
there offhand, if we want to do business in Jamestown we have to do 
it at the lower price. 

If we would take the 16.2-cent price in Buffalo, we would probably 
lose money overall. But we are covering the Jamestown market on 
additional production. 

I assume this is the basis of the manager’s decision, in which he 
figures that he can go down there and sell that area without any 
change in a lot of basic overhead items he has in his plant, like the 
building, the taxes, the fixed items that he is going to have, whether 
he goes to Jamestown or not. So he wants to do business in James- 
town. 

He has got to sell at 16.2 cents or he is not going to do any busi- 
ness. He can’t get 18.5 down there. Neither can he go back and 
have the 16.2-cent price back in Buffalo without serious results to the 
entire Buffalo plant. Now I assume that is the condition generally. 

Senator Keravver. It seems always to happen—as described in 
both Mr. Laughlin’s testimony 2 weeks ago as well as yours—that the 
people who live in the town where the bakery is located inevitably 
pay a cent or 2 cents more for their bread than they do out in the 
hinterlands where the trucks go. 

Mr. Hue. The price that prevails is a sum up of two factors. And 
looking at the chart and knowing basic costs today, 1814 cents would 
look like a realistic price today; 16.2 would look like a very low price. 

If there were competitive factors that arose in Buffalo that we 
would have to go to 16.2, we would have to live with it. We would 
have the alternative of either not doing business in Buffalo or con- 
tinuing on with a marginal or loss operation until the price situation 
cleared up. 


-_- Dixon. Are you losing money by selling at 16.2 cents in James- 
town ¢ 


Mr. Hua. Not necessarily, because of the additional volume. 


aT Drxon. It cost you more money to get it down there, doesn’t 
it 
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Mr. Hous. It does that, but there is additional margin on the busi- 
ness in going down to Jamestown. 

Mr. Drxon. Would you agree it costs you approximately a penny 
to get it down there? 

r. Hue. Possibly. I don’t know just what the distance is to get 
it down there. 

Mr. Dixon. Do you want us to understand that your plant manager 
= the authority to sell bread cheaper than the standby price at the 

ant ? 

* Mr. Hus. No; he is not selling it cheaper than the standby price at 
the plant. 

Mr. Drxon. Does he have authority to set up a route where he would 
sell bread at 1 or 2 cents cheaper—it would actually be 2.3 cents—70 
milesaway? Does he have that much authority ? 

Mr. Hue. He has the authority to go into an area, and naturally 
with that authority is the right to sell at the prevailing price. Other- 
wise he just couldn’t go into the area. 

Mr. Drxon. Wouldn’t you require him to come up through your 
regional manager to get that request approved ? 

Mr. Hus. Oh, yes, something like that would clear through the 
regional manager. 

Mr. Dixon. That is what I wanted to know. 

Mr. Hue. Oh, yes. 

Senator Kerauver. Mr. Hug, there must be some other explanation 
of this unusual phenomenon. I noticed in all the staff exhibits 
today—I am anticipating some of the others—as well as in all of Mr. 
Laughlin’s testimony that inevitably in a center where several bakeries 
are located, the price seems to be higher than it is 50 or 60 miles away. 

The economics of the situation, with lower distribution costs in the 
bakery city, would indicate the price would be lower, and that the price 
would be a cent or a half a cent higher as you travel further away over 
a route. It would seem that there ought to be some other explanation. 

Mr. Hue. Assuming that there are no competitive factors, you are 
right in the statement. But competition is again the thing that we 
have to take into consideration in determining a price to sell on the 
market. Wecan’t price standard white bread over the market. If we 
want to do business there, we have to meet the price. 

Mr. Dixon. Mr. Hug, referring to the truck route that Dr. Blair 
described as leaving from Buffalo and running in that circular fash- 
ion, as shown in the chart whose competition are you likely to be meet- 
ing there, competition from Buffalo or from some other locality ? 

r. Hue. In that particular area, as I recall it, I believe there is 
some local competition and some Buffalo competition. 

Mr. Wiiu1ams. We have Jamestown Baking out of Jamestown, 
Strochmann Bros. out of Olean, and Firch comes up from Erie. 
Those are some of the local or more or less local competitors. 

Mr. Drxon. It is your testimony that you found, that existing price 
in those areas? 

Mr. Hue. That is correct. 

Mr. Drxon. You did not establish them ? 

Mr. Hua. No; wedid not. 

Mr. Dixon. You are meeting them ? 

35621—59—pt. 1218 
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Mr. Huse. Definitely. 

Mr. Drxon. Don’t you have any competition such as that in Buffalo? 

Mr. Hue. No; wedon’t. Well, we have, but 

Mr. Dixon. Nocompany will sell that cheaply ? 

Mr. Hue. That is right, with the standard loaves. We have Ca- 
nadian bread competition in Buffalo. 

Senator Kerauver. All right, Dr. Blair. 

Mr. Cuumeris. Mr. Chairman, just one thing. Mr. Hug, let me 
ask you this question. Suppose you had to meet a — of 16.2 cents 
in all of the areas you serve on that particular chart. Could you 
make a profit ? 

Mr. Hue. I would not be able to answer without looking at the 
figures, but let me say it would seriously reduce the present return 
in the Buffalo plant, if we cut 214 cents off a loaf of bread, because 
then all the fixed charges would come in that are not particularly 
affected by the Jamestown operation, when that price prevails for the 
whole operation. 

Mr. Camvinasie Mr. Laughlin, when he was here several weeks ago, 

ointed out that sometimes he would go into a town, like you did 
into Jamestown, and might even operate at a slight loss for a short 
period of time, because it was more economical for him to do that 
and lose for a short period of time than to get out of the market 
and wait until the price goes up and then come back into it. 

Mr. Hua. Oh, yes, that is right. You will endure a low price some- 
times when various factors of competition come in, because it is a 
very costly process to pull completely out of the market and then 


attempt to get back into the grocery stores. 

Mr. Cuumpris. Have you stated definitely that the 16.2-cent 
price gives you a profit in this area? Are you breaking even, or is 
it a loss for you ? 

Mr. Hue. It is a marginal profit. It must be producing some ad- 
ditional profit overall because of -the fact that you go down there 
without any — in a lot of your basic fixed overhead charges. 


Mr. Cuumpris. Let me ask you one further question. What is the 
percentage of bread that you sell in that Jamestown market as com- 
pared to what yousell in Buffalo? 
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Mr. Hue. A very small percent. I don’t have the figures with me, 
but it is a relatively small percent. I would say maybe 8 or 9 percent 
of the total Buffalo market. 

Mr. Cuumpris. Does that influence your decision then to stay in a 
market at a reduced price because of the low percentage? 

Mr. Hua. No. We would like to expand that business. 

Mr. Cuumprtis. I don’t think I made my question clear to you. 
Let’s say you had 50 percent of the Jamestown market and 50 per- 
cent of the Buffalo market. Could you stay in a market like James- 
town at a low price of 16.2 cents? 

Mr. Hue. That I couldn’t answer without looking at it particu- 
larly. I think probably it would make a material difference in the 
overall profit figure at the plant. 

Mr. Drxon. 18.5 cents is apparently your desired price in Buffalo, is 
it not ? 

Mr. Hue. Right. That is the competitive level in Buffalo. 

Mr. Drxon. That must be your desired price. You are charging 
that price. 

Mr. Hue. At the time being, that is right. 

Mr. Dixon. Except for this competition that you are talking about, 
would 18.5 cents be your price in those other areas ? 

Mr. Hue. It probably would be, yes. 

Mr. Buatr. May I as an economist step in with an economic 
question ¢ 

Mr. Hug, if you took a typically efficient plant of yours and put it 
into Jamestown and it served nothing but the Jamestown area, and it 
sold at 16.2 cents a loaf, would it be operating at a loss or a profit? 

Mr. Huse. It would be awful close at that price. It seems awfully 
close to me. 

Mr. Buarr. It might well be operating at a loss? 

Mr. Hue. It is possible that it could be, yes. 

Mr. Buatr. Thank you, sir. 

Senator Keravuver. Senator Hart, do you have any questions to 
ask on these charts ? 

Senator Harr. No. 

Senator Keravver. Let’s go on. 

Mr. Buatr. The next chart 
Senator Keravver. Mark that chart 3. 
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(Chart 3 referred to follows :) 
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Mr. Buarr. The next chart relates to pricing out of the Wheeling, 
W. Va., plant of the General Baking &o. Siicesmie of bread are 
made from Wheeling to a loading station at New Martinsville. 

Out of that loading station a route truck operates, serving among 
others the communities of Pine Grove and Middlebourne. The dis- 
tance covered by the truck trailer to the loading station is 38 miles. 
The distance from New Martinsville to Pine Grove is 15 miles, and 
the distance to Middlebourne from New Martinsville is 12 miles. 

Now as the chart shows, whereas the price at Wheeling is 17 cents, 
the price at these communities of Pine Grove, Middlebourne, and one 
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other small community is 14.5 cents, or 2.5 cents below the price at 
Wheeling. 

The chart also shows the distribution of bread to Marietta, Ohio, 
and from thence to communities in West Virginia. But of most in- 
terest is the route from Wheeling to New Martinsville. 

Mr. Dixon. On one side of that chart is a truck route from Wheel- 
ing down to Marietta. 

r. Buarr. That is right. 

Mr. Drxon. The other route goes to a substation, and from the 
substation it is trucked. 

Mr. Buarr. That is right. 

Mr. Drxon. Mr. Hug, your costs for those two operations are in- 
creased, are they not, from Wheeling ? 

Mr. Huse. By the driving? 

Mr. Drxon. Yes. 

Mr. Hue. Yes. The variable costs are. The fixed costs remain the 
same out of the Wheeling plant. 

That 14.5 price, I believe, is down in the coal mining area where 
there are very depressed economic conditions. That is one of the rea- 
sons why the price is low. 

Mr. Drxon. Did you set that price then ? 

Mr. Hue. That is the prevailing price. No, we did not set it. 

io Drxon. Again when you went in there, you found that price 
there ¢ 

Mr. Hue. I believe we had been there for some time. 

Mr. Wiuu1aMs. Fifteen to twenty years I understand. 

Mr. Hua. Fifteen to twenty years, and it is the price that is prevail- 
~— nobody is raising it. 

r. Dixon. Whose price do you think you are meeting there? 
Would you name the companies ? 

Mr. Hue. We are meeting all competition in the area. 

Mr. Dixon. Do you know who set that price? 

Mr. Hue. No, I don’t. ‘ 

Mr. Wuu1aMs. Our competition in Marietta is apparently Storck, 
Betsy Ross, Greiner, and Holsum. 

Mr. Dixon. There must be somebody who set the price. 

Mr. Wiu1ams. I don’t know offhand. 

Mr. Dixon. Was it there when you went into that market? 

Mr. Wit1aMs. It may have changed over the years. I don’t know. 

Mr. Hua. Over the years I am sure it has changed. 

Senator Kerauver. Don’t let’s all talk at once, gentlemen. 

Mr. Hua. Over the years. We have been there for some 20 years. 
I imagine the price has changed a number of times, but who set the 
141% cent price, I don’t have je Nibuaatae on that. 

Mr. Drxon. Are you making money at 141% cents? 

Mr. Hua. I would doubt it very much. 

Mr. Drxon. Are you losing money ? 

Mr. Hue. At 1414 cents? That is an awful cheap price. If we are 
not losing, we are certainly not making much money at that price. 

Mr. Dixon. You apparently don’t have any competition in Wheeling 
that would make you sell the bread at anything less than 17 cents 
wholesale, do you! 

Mr. Hua. In Wheeling that appears to be the prevailing price, 
and we have competition in Wheeling. Again economic conditions 
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and the general competitive picture make the 17-cent price possible. 

Mr. Drxon. Your costs would increase as you leave Wheeling, so 
are we to assume that you would at least charge 17 cents in that trade 
area for your bread, except for this competition that you are meeting? 

Mr. Hua. I would like to point out again our variable costs will 
increase. 

But a certain classification of fixed costs will remain the same, so the 
additional volume may actually improve the plant, make a better 
picture, if we did not sell all that lower area at the prevailing prices 
in the area. 

Mr. Dixon. But you would not practice economic dumping, would 
you, which would be in effect discriminating, unless you had some- 

ody’s low price to meet, would you? 

Mr. Hua. No, of course not. If we could get a reasonable price we 
would get it. 

Mr. Dixon. Then I go back to my original question. Would your 
desired price in the Wheeling area be 17 cents? 

Mr. Hua. That’s right. 

Mr. Drxon. And it would actually be 17 cents except for the fact 
that you are meeting some type of competition in theses areas where 
the price is lower? 

Mr. Hua. It probably would be ; that’s right. 

Mr. Cuumpris. Mr. Hug, would the price that the chains have in 
that area 

Mr. Hue. That has an effect on the price too. 

Mr. Cuumepris. Are the chains below the 14.5-cent price? 

Mr. Hua. I don’t know offhand. Do you have any information 
on that ? 

Mr. Wiu1aMs. I don’t know whether we have information on that 
or not, sir. 

Mr. Cuumerts. And if you do, is it the same 5-cent spread that you 
were pointing out earlier? . 

Mr. Hue. I doubt it, with that low a price. I think we are close to 
the chain. There must be other elements of competition and general 
economic conditions in the area that keep the price down. 

Mr. Cuumpris. The 14.5-cent price for bread, is that your top- 
grade bread ? 

Mr. Hua. Standard-grade bread. It is not a secondary loaf. 

Mr. Peck. Mr. Hug, you mentioned a 5-cent spread between chain- 
store bread and your wholesale bread. Does that 5-cent spread exist 
wherever there is a spread ? 

Mr. Hue. No. 

Mr. Peck. Or is that an average spread ? 

Mr. House. It goes above that and goes below. I believe on the west 
cost it is only around 2 cents. 

Mr. Peck. What would you say would be your highest spread ? 

Mr. Hue. Around 7 or 8 cents. 

Mr. Percr. 7 or 8 cents? 

Mr. Hove. 7 cents I believe. 

Mr. Precx. We have had from Mr. Laughlin, I believe, testimony to 
the general effect that the wholesale pricing of bread is done in 
the light of the desire to keep the spread between wholesale bread and 
chainstore bread not so large as to discourage the sale of whole- 
sale bread. 
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sible. Mr. Hue. That is one of the factors, that is right. 
ig, SO Mr. Pecx. Do you find, sir, that some localities for one reason or 
trade another undeterminable by you resist a large spread more than other 
ting ? communities ? : 
s will Do you find, perhaps, that in a small town a large spread is less 
damaging to you than in a large city ? 
so the Mr. Hua. That would be hard to say. 
better Mr. Peck. How can the wage spread in one area can be larger 
prices than in another area, and still have both the chainstores and you folks 
do a profitable business ? 
would Mr. Hue. Well, I think a large amount of that depends on your 
some- consumer preference for your product and the reputation that you 
have established. 
ice we Mr. Peck. Local conditions of one sort or another ? 
Mr. Hua. That is right. 
| your Mr. Peck. Or a combination of many ? 
Mr. Hue. That is right. 
Mr. Pecx. Thank you, sir. 
e fact Senator Kreravver. All right, let’s proceed. , 
where Mr. Buatr. At that point, Mr. Chairman, I woud like to offer for 
the record, because it is relevant to the discussion that has just ensued, 
a table comparing the General Baking Co.’s price with the prevailing 
ave in chainstore price at various cities in the country. 
Senator Krerauver. Let it be made a part of the record. 
(The material referred to may be found on p. 6568.) 
Mr. Buatr. As in the case of a similar table for Continental, what 
mation this table indicates is that there is a wide variation of the margin 
between the chainstore price and the prices of General Baking Co. 
mn that Thus, there are four cities in which the prevailing chainstore retail 
price is 15 cents. 
at you Those are four cities in which General has plants and in which Gen- 
eral’s prevailing retail price varies from 18.8 to 20 cents. There are 
Jone to eight cities in which General has plants, and in which the prevailing 
vemiaaiel retail chainstore price is 16 cents. But General’s retail price varies 
. from 17.6 cents in Columbus, Ohio, to 21 cents in West Virginia, and 
ir top- up to 22.8 cents in Syracuse, N.Y. Thus the variation in the margin 
would suggest that the chainstore price is by.no means always the 
; determinant price. ; 
@isin- Mr. Hue. I think I can agree with that. ; 
A exist Mr. Cuvumpnris. Is there anything about the depressed areas in West 
Virginia that would reduce your costs of operation there? 
Mr. Hue. Possibly to a certain extent, although we are largely 
unionized. 
— It may make better help available or something like that of an 
intangible nature, but in those areas we pay usually a standard union 
1d? scale. It may be a little below the other areas with which I am not 
; familiar at the moment. 
Mr. Buatr. I would also like to note, Mr. Chairman, that between 
1951 and 1958, according to a tabulation we made from the Baker’s 
nony to Weekly Directory, some 10 bakeries went out of business in the one 
oats ie State of West Virginia. These are bakeries that were listed in the 
iit anal 1951 directory, and according to our best evidence are not only not in 
‘wale the 1958 directory but disappeared by going out of business as con- 


trasted to being bought up by another company. This is a relatively 
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high figure for any State, particularly a State of such limited pop- 


ulation as West Virginia. Of course, part of that is due undoubtedly 
to the low level of income—— 


Mr. Hue. That is right. 

Mr. Buarr. In the depressed coal-mining area. That, in turn, com- 
pounded the difficulties faced by independent bakers who are able 
to sell only at a 14.5-cent price, because that is the only area in which 
they operate. 

eatin Keravuver. Would you agree with that, Mr. Hug? 

Mr. Hue. That is right. 

Mr, Buarr. My final chart, Mr. Chairman. 

Senator Kerauver. That will be marked “No. 4.” 

(Chart 4 referred to follows :) 
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Mr. Buatr. Very briefly, Mr. Chairman, this shows the price at 
Philadelphia and certain routes of General Baking Co. to loading 
stations and to routes served therefrom. General Baking Co. is by 
far the leading producer in Philadelphia, Pa. It will be noted here 
that the price at Philadelphia is 18.8 cents. 

Then, as the map indicates, the bread is carried by the truck trailers 
to certain loading stations—one at Reading, one at Allentown, one at 
Easton, one at Trenton, and a few others, at each of which the price is 
not 18.8 cents, but 17.8 cents. 

The distance to Reading from Philadelphia is 54 miles. The dis- 
tance to Allentown is 55 miles. The distance to Easton is 56 miles. 
In each case the price is a cent lower than it is in Philadelphia. 

Now moving toward the top of the map, it will be seen that a 
delivery route is served from Easton and one from Allentown. The 
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delivery truck moving out of Easton transports the bread to Strouds- 
burg where the bread is sold at a further reduction of a cent below 
the Philadelphia price, or at 16.8 cents. 

Similarly, a route truck distributes the bread to Ashville, Snyder, 
Tamaqua, and interestingly enough, to a community called Jim 
Thorpe, in each of which the price is 16.8 cents, or 1 cent below the 
loading station price at Allentown and 2 cents below the price in 
Philadelphia. 

Senator Keravver. Is that the same situation, Mr. Hug? 

Mr. Hue. The 16.8-cent price there I believe is an extension of that 
first map we looked at coming down from Jamestown into the Penn- 
sylvania area. It is the same condition we talked about before. 

Mr. Buatr. Yes. 

Mr. Hue. From Jamestown down to about that region. 

Mr. Dixon. 18.8 cents seems to be approximately the highest whole- 
sale price that you are getting for bread ; isthat correct ? 

Mr. Hue. Approximately, at that time; yes. 

Mr. Drxon. So that must be the prevailing price in the Philadelphia 
area. 

Mr. Hua. In the Philadelphia area, that is correct. As I have 
pointed out, I believe, 16.8 is an extension of that lower Jamestown 
price down in that particular area. 

Mr. Drxon. Regardless of that, when you bake that bread and have 
to transport it that distance and handle it that many times, your costs 
increase; do they not ? 

Mr. Hue. The same as we discussed before, the variables increase. 

Mr. Drxon. And again you say those prices were established by 
some competitor. You did not do it. 

Mr. Hue. By general competition in the area. 

Senator Keravuver. All right, let’s proceed. 

Mr. Buatr. That is the end of my charts, Mr. Chairman. 

Senator Keravuver. Are there any other questions? Senator Hart, 
any questions ? 

Senator Harr. No, thank you. 

Senator Keravuver. Mr. Dixon. 

Mr. Drxon. Mr. Chairman, the witness in his statement described 
how a price change came about. I believe his testimony was that the 
plant manager made recommendations, and the regional office wired 


the comptroller who took it up with the vice president, and eventually 
it was approved. 


Mr. Hue. Right. 

Mr. Drxon. We asked for documents from the company as to cer- 
tain price changes and how they came about, and we were furnished 
such documents. 

For instance, one group of documents concerns the increases in New 
York as of September 1958. Here is a telegram that was signed by 
Mr. James Scott, your New York regional manager, and it was ad- 
dressed to Mr. S. L. Lowic, the comptroller for the company. It 
says, and I want you to note these dates—the telegram is dated Sep- 
tember 28 

Mr. Wi11zaMs. August 28, isn’t it? 

Mr. Drxon. August 28; you are correct, sir, and it was sent at 1:20 
p-m., eastern standard time. It reads as follows: 
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Learned in market this morning that Ward has notified its customers of new 
wholesale prices effective Tuesday, September 2, 1958, as follows: Product and 
new wholesale price— 


And then follows a list of prices. Then the telegram continues: 


Request authority to follow this competition in Metropolitan New York City 
market including north Jersey on Wednesday, September 3, and simultaneously 
to increase our own service retail prices as follows: 

Prices are set forth for those markets and it is signed “James Scott, 
New York Regional Manager.” 

That telegram was sent on August 28, at 1:20. In reply thereto 
from Mr. Lowic to Mr. Scott—Mr. Lowic is the comptroller—is a tele- 
gram from him to Mr, Scott in answer to that request. It is dated 
August 28, and it is noted that it was sent at 4:22 p.m. that day. That, 
as I understand, is standard time on telegrams. The telegram reads 
as follows: 


You are authorized to increase your prices in accordance with your telegram 
today effective Wednesday, September 3, provided that Ward actually moves on 
Tuesday. 

Is that the normal way that prices are increased by one of your 
plant managers? 

Mr. Hua. Recommended through the regional manager. 

Mr. Dixon. And then approval is sent back to him ? 

Mr. Hua. From the home office, that is correct. 

Senator Keravuver. Were you waiting in that case to see whether 
Ward actually put its prices up? 

Mr. Hus. I beg your pardon. 

Senator Keravuver. Did you wait in that case to see whether Ward 
changed its price? 

Mr. Hue. In this particular case we did, yes. 

Senator Keravuver. Sir? 

Mr. Hua. I believe we did in this particular case, yes. The tele- 
gram is worded that we would go if they actually moved. 

Mr. Drxon. Permission was given to the regional manager at 4:22 
p.m. on August 28 apparently to tell the plant manager that he could 
go ahead and raise prices. 

As I understand it, that is 5:22 daylight time. On that same day, 
according to another document your New York regional manager, un- 
der the date of August 28, 1958, sent out a series of notices. For in- 
stance, this is one of them, to Mr. Charles D. French, American Stores 
Inc., Central Avenue and Second Street, Kearny, N.J.: 

Dear Mr. FRENCH: Because of greatly increased business costs, we find it nec- 
essary to notify you that beginning Wednesday, September 3, next, our prices will 
increase as follows: 

And the price increase is announced. It seems at 4:22 p.m. he re- 
ceived permission, but he sent all these letters out on the same day, 
Angust the 28th. Is he that efficient? Are all your regions that effi- 
cient ¢ 
_ Mr. Hua. He probably had them prepared ahead of time anticipat- 
ing approval. 

fr. Dixon. He probably already sent them, didn’t he? 

Mr. Hua. No, I don’t think so. 

Mr. Witt1aMs. I can say that he did not, sir. He talked to me on 
the telephone that day, and he said that he was concerned about get- 
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ting his authorizing telegram that day, that he had prepared his notices 
and he wanted to get them in the mail to the chainstore accounts as 
promptly as possible. 

So he was all set to go. I remember that distinctly. He was all set 
to go as soon as he received the authorizing telegram. 

Mr. Drxon. That is the one pertaining to New York? 

Mr. Wuuiams. That is right. 

Mr. Dixon. In New York City, according to the information that 
was furnished to us by all of the companies, here are the capacities of 
these oe which has a plant in the Bronx, has a capacity 
per day of 40,800 pounds; General, which is your company, has plants 
in the Bronx and in Brooklyn, with a capacity of 131,000 pounds, or 
three times that of Ward. 

Why did you feel it necessary to follow Ward’s price? You have 
three times Ward’s capacity. Ward’s couldn’t furnish all the bread 
for that area. 

Mr. Hua. I don’t believe I understand your question. 

Mr. Drxon. I am referring to the documents that you submitted 
to us. Incidentally, I ask, Mr. Chairman, that they be made a part 
of the record. 

Senator Krravuver. Without objection, it is so ordered. 

(The documents referred to may be found on p. 6626.) 

Mr. Drxon. These documents point out that the reason assigned 
to your price increase was Ward’s price increase. In other words, 
you had to raise your price to meet Ward, which has one-third your 
capacity. 

Mr. Hua. We probably needed the price increase. 

Mr. Drxon. You welcomed it? 

‘ Mr. Hua. We welcomed it, that’s right. We probably needed it 
adly. 
As I recall it in New York City at that time—I haven’t the figures— 
we probably needed it very badly. 

Mr. Dixon. You had the top capacity. Why didn’t you announce 
= . increase, if you needed it? Why did you have to wait for 

ard ? 

Mr. Hua. We were afraid of competition. 

Mr. Dixon. You were afraid Ward would not go along with 
ou ? 

Mr. Hue. Wouldn’t go with us, that’s right. 

Mr. Drxon. And if Ward hadn’t gone along with you, you would 
have had to cut back to your old price, even with Ward having one- 
third of your capacity ? 

Mr. Hua. We definitely would have. 

Mr. Drxon. Continental has a 128,250 pound capacity in the area. 
They went along with you also, did they not, sir? 

Mr. Wiuu1aMs. I don’t know whether they went the same day or 
not. 

Mr. Drxon. I think our information is that Continental—— 

Mr. Wiu1aMs. I think we went on Wednesday. 

Mr. Dixon. They went along about 2 days later. 

Mr. Hue. They probably needed it too. 

Mr. Drxon. So you welcomed Ward’s price increase? 

Mr. Hue. We certainly did in that particular instance. 
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Mr. Dixon. We have information, Mr. Chairman, that was sub- 
mitted to us with reference to a price increase in Philadelphia in 
September 1958. ‘ ‘ 
n September 24, 1958, at 4:07 p.m., Mr. R. L. Rabenstine, regional 

manager, sent a telegram to Mr. Lowic, and this is what he said: 

There are indications that Ward will increase the price of white bread, rye, 
wheat, and packaged rolls on Thursday, September 25, 1958. May I have ap- 
proval to meet this price increase? 

In ee eg to that, on September the 25th, Mr. Lowic sent a tele- 
gram to Mr. Rabenstine as follows: 

Answering your telegram of September 24, must have definite evidence of 
Ward price intentions and specific increases involved. 


In answer to that on September 25, at 12:14 p.m., Mr. Rabenstine 
answered Mr. Lowic as follows: 


In answer to your telegram Ward has already moved in this market according 
to reports from the field. Request authorization to meet Ward’s price increases 
effective September 26, 1958, as follows: 

And he sets forth some prices. In answer to that, Mr. Lowic, by 
telegram dated September 25, at 12:47 p.m., sent this telegram: 
wa September 26, you may adjust your prices as per your telegram 

ay. 

This is a copy of a memorandum which went from Mr. Rabenstine 
to your plant managers on September 24, 1958, one day prior to the 
time he was given approval to raise his prices. 

Mr. Witu1ams. That is right. 

Mr. Drxon. It is addressed to Mr. L. C. Russell, manager, Philadel- 
phia North, Mr. J. J. Greenwood, manager, Philadelphia South, Mr. 
R. W. Burns, manager, Philadelphia West, and dated September 24, 
1958. The word “Monday” was originally carried, then crossed out 
and written on top of it is Friday, September 29, also marked out 
and written over that is 26th, 1958: 

The following adjustment shall be made in bread and roll prices in the Phila- 
delphia, Norristown, and Coatesville areas. 

And then the prices are stated. 

A similar type of letter went out from Rabenstine on September 24, 
to American Stores, to Food Fair Stores, Inc., Safeway Stores, to 
Great Atlantic & Pacific Tea Co., and so forth. They are all dated 
the 24th, a day before permission was given to raise prices. 

Can you explain why or how that came about, sir ? 
Mr. Wain I would like to explain that if I may, Mr. Dixon. 

Senator Keravuver. All right, Mr. Williams, 

Mr. Wriu1ams. Mr. Rabenstine on the recommendation of the plant 
managers had approved so far as he was concerned the increase on 
the 24th, and again we have the situation which illustrates the 
extent to which the local plant management and the regional manage- 
ment have the power to effectively recommend price changes. They 
had prepared these letters and memos under date of September 24, 
which was the day he sent in his telegram requesting authorization. 
He assumed he was going to get it that date. He didn’t get it, and 
I understand he did not mail those letters on the 24th. 
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He mailed them on the date that he got the actual authorization, 
which was the 25th. And I notice that one of these letters is actually 
dated September 25 to the Safeway Stores. 

Mr. Drxon. Why aren’t all of them dated the 25th ? 

Mr. Witu1AMs. Because he had them typed up the day before and 
— the 24th. He assumed he was going to get authorization on that 

ay. 

Mr. Drxon. Is this approval that you are talking about just a pro 
forma thing? 

Mr. WiuuraMs. No, I think this exchange of telegrams illustrates to 
the contrary. 

Mr. Dixon. It illustrates that he asked for permission from the 
home office to raise prices to meet competition. That is what he is 
asking for in effect. 

Mr. Witu1aMs. And he said he had evidence that competition had 
moved or intended to move, and he did not designate on what products 
he was moving, or what the price increase was as I recall the original 
telegram. 

Mr. Drxon. He listed —— 

Mr. Wuu1uaMs. Not in the original. 

Mr. Dixon. Just white bread and packaged rolls and so on? 

Mr. Witu1aMs. He didn’t say how much. 

Mr. Drxon. In other words, it is your understanding that these 
letters were prepared but—— 

Mr. Witiiams. Were made in anticipation of immediate authori- 
zation, that is true, sir. 

Mr. Dixon. Now, Mr. Hug, do you consider a price increase, raising 
your price to the same level as one of your competitors’ prices, as a 
meeting of competition ? 

Mr. Hue. I think that is more or less terminology. It indicates 
to you that competition will be just as high as your price will be. 

I don’t know whether I would call it meeting competition or not. 

One of the facts that I might bring out on the subject, is that the 
need for a bread price increase is the subject of internal plant dis- 
cussion, possibly 2 or 3 months, maybe 6 months beforehand, and the 
decision to lead or wait for somebody else to do so, is something that 
is discussed and possibly at the time this come the need is maybe 6 
months old and so forth, so we follow. 

Maybe it is not meeting competition. That is a question of ter- 
minology. But it is following competition where we are not in that 
pore instance obliged to take the onus of taking the chance of 

eading with the price and subsequently being forced to cut back, 
which involves a substantial loss in volume sometimes. 

Mr. Buatr. Mr. Hug, may I ask this question? Am I correct in my 
understanding that, from your statement, the reason that you raise 
your price when a company such as Ward in this case raises theirs is 
that first your cost situation would indicate the desirability of the 
price increase, and second that if you did not match the price advance, 
you are apprehensive but that the leader, in this case Ward, might 
rescind its price increase, and you would have had no advantage from 
not raising your price. 

Is that a correct statement more or less of your position ? 
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Mr. Hua. That is correct and in addition to that sometimes the 
grocer will automatically raise the retail price and take an additional 
margin on it from our bread at the lower price. 

Mr. Buarr. Yes, sir, but we are talking about the wholesale price. 

Mr. Hua. But the fact remains that eventually any baker in one of 
these markets with a standard white loaf will be forced to cut back. 
At least we believe so. 

Mr. Buair. Mr. Hug, you may remember last year the case in the 
steel industry where Aian Wood Steel Co. announced that it was 
going to raise its price some time in July, and indicated its hope and 
expectation that United States Steel would follow its price advance. 

United States Steel did not do so, and Alan Wood had to rescind 
its price increase. 

Is not the situation in Philadelphia more or less a parallel in the 
bread industry to the Alan Wood-United States Steel situation in 
steel ? 

By that I am referring to the fact that in Philadelphia you are by 
far the largest baker. You have a capacity of 248,000 pounds per day. 
Ward has no plant in Philadelphia. Ward’s nearest plant that serv- 
ices Philedelphia is located in Newark, N.J., approximately 90 miles 
distant. Now the capacity of that Newark plant is only 35,192 
pounds. Moreover, that plant must service customers of Ward in 
other areas besides those in Philadelphia. 

We don’t know what portion of its entire output comes to Phila- 
delphia, but certainly it is only a portion of the 35,000 total capacity. 
Now the question arises, Why is your company, which, relatively 
speaking, is something of a giant in Philadelphia, apprehensive about 
what a little company in that particular market, namely, Ward, may 
or may not do with respect either to raising its price or with respect 
to rescinding a price advance that it has made? 

Mr. Hue. Well, giant or not, we would probably have difficulty 
selling at a price higher. You cited the steel case. United States 
Steel must have felt that their costs did not justify a price increase. 
If in a particular market—take Philadelphia—and we felt that our 
costs did not justify a price increase, we would not necessarily follow 
a movement of Ward’s. 

But in this particular instance the facts must have been that we 
agreed with the general philosophy of a price increase. 

Mr. Buatr. Isn’t it possible, sir, that a small plant with a capacity 
of only 35,000 pounds might be a relatively high-cost plant, that it 
might not have the economies and efficiencies of a plant such as your 
Philadelphia north plant which has a capacity of 108,000 pounds, 

our Philadelphia south plant which has a capacity of 68,000, or your 

hiladelphia west plant with 72,000? How does it happen that you 
find it necessary to gear the pricing of the output of large plants such 
as these to what may be the cost situation of a plant 100 miles away 
whose total capacity is less than half of your smallest plant in Phila- 
delphia ? 

Mr. Hua. I think—and I am talking without benefit of intimate 
knowledge of this particular price—I think we are talking about a 
need in degree. It is quite possible, as you pointed out, that Ward 
needed this price much greater than we did, or possibly relatively 
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greater. But we still needed the price increase. Otherwise we would 
not have moved. : 

Mr. Buatr. I would like to end by saying, Mr. Chairman, going 
back to the map showing the prices at General’s plants, that, except 
for the west coast, the price in September 1958 at Philadelphia was, 
I believe, the highest of any major city in the United States, and a 
cent higher than the price prevailing at Newark. / 

So it is perfectly possible that at the price prevailing in Newark, 
where Ward probably sells much of the output of its Newark plant, 
a cost increase was needed. But does that justify utilizing a price 
increase of a small plant in Newark as a basis for raising the price in 
large plants in Philadelphia where the price is substantially above 
the price prevailing in Newark ? 

Mr. Hua. Again it is a local proposition. It must have been the 
local cost pressures in the area that made that move necessary in the 
Philadelphia market. What the relative position in Ward was I don’t 
know at the time, and how Newark tied in with the picture. 

Mr. Buatr. We had those route—— 

Mr. Hue. I mean their decision, what it was based on I don’t know. 
But since they did take the lead in Philadelphia and we needed the 
increase in selling price, we moved. 

Mr. Dixon. Mr. Hug, isn’t it more likely that you desired to make 
more profit in the Philadelphia region ? 

Mr. Hve. Let’s put it another way. Let’s say we desired to bring 
our profit level up to a reasonable rate of return. 

Mr. Dixon. To keep your profits for your company in an aggre- 
gate manner, do you not ? 

Mr. Hua. That’s right. 

Mr. Dixon. And you have already stated that some of your plants 
operate possibly at a loss? 

Mr. Hue. That’s right. 

Mr. Drxon. So if you are going to make an overall profit for the 
company, you have to make it somewhere, don’t you ? 

Mr. Hua. Not necessarily. We can price ourselves out of the 
market. We have got to meet competition, and we have got to have 
a product that the consumer will buy, and we have got to keep the 
profit at a level that will be attractive to the consumer. 

That is a basic law of economics that we face in our business as well 
as in any other business. There are places where the prices are de- 
pressed due to conditions beyond our control. 

Mr. Drxon. Certainly it is more likely that you are making much 
more profit in Philadelphia when you are charging 3.3 cents a pound 
higher at Philadelphia than you are at Canton, isn’t that right, 
sir ¢ 

Mr. Hua. That is possible, sir. 

Mr. Drxon. In other words, in your overall profits so far as that is 
concerned, a far greater portion of it is coming from Philadelphia than 
from Canton. 

Mr. Hve. But we would like to get a reasonably greater return at 
Canton, Ohio, too. 

Mr. Dixon. You would like to. 

Mr. Hua. But we are prevented by competitive conditions from 
getting it. Canton is a much smaller plant than Philadelphia. 
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Mr. Drxon. Don’t you think those small independent bakers whose 
competition you are meeting in West Virginia would like to get 18.8 
cents a eal wholesale for their bread ? 

Mr. Hua. We would like for them to have it, too. 

Mr. Dixon. Who are you waiting for to raise the price over there, 
one of them or yourself ? 

Mr. Hue. One of them. 

Mr. Dixon. Why don’t you raise the price over there ? 

Mr. Hue. Weare afraid to because of the competitive conditions. 

Mr. Drxon. You don’t think they would follow you? 

Mr. Hue. I beg your pardon? 

Mr. Drxon. You don’t think they would follow you if you would 
raise it? 

Mr. Hue. I don’t know. 

Mr. Dixon. Have you tried it? 

Mr. Hua. No, we never raised the price, not recently anyway. 

Senator Keravuver. As I understand it, you raise your price or you 
follow a price increase where the situation will sustain it without 
very much relevance to what you are doing in other sections of the 
country. I assume if you could get all your prices up to 18.8 cents, 
your profits would be high, would they not? 

Mr. Hua. I assume that it would straighten out a lot of conditions 
that are costing us a lot of money here, but again the point is: Shall 
we price down to a distress price situation or shall we price to a rea- 
sonable rate of return, which is leveled, of course, by what the con- 
sumer will pay for the product? 

Senator Keravuver. If I were a consumer buying bread in Phila- 
delphia, I wouldn’t feel very happy about the fact that my pennies 
were providing a considerably larger part of the profit of your com- 
pany than in other sections of the United States. 

r. Hue. I don’t think that is a correct statement entirely. I did 
say that there were depressed areas where we had marginal opera- 
tions but I don’t think we can say that Philadelphia is carrying these 
situations. 

The fact that we have depressed economic conditions and we feel 
that we can’t raise prices without serious loss in volume in those 
areas, I believe that is a legitimate business decision. That is in- 
escapable. 

Senator Keravuver. Anything else, Mr. Dixon ? 

Mr. Dixon. Mr. Chairman, we have information pertaining to the 
number of acquisitions and mergers that have taken place with this 
company. 

Mr. Cuumprris. Mr. Hug, I want to ask you this question. Getting 
back to the Jamestown situation where you are charging 14.5 cents, in 
that particular case and maybe others similar to it, as was testified to 
by Continental Baking, do you and other of the giants—let’s call you 
a giant as one of the eight large baking companies—go into an area 
and charge a low price like that for the purpose of knocking out an 
independent ? 

Mr. Hua. No, we do not do that. We have never done that to my 
knowledge. 

Mr. Cuumertis. The witness for the Quality Bakers of America 
testified to what he called waltzing, where two big companies will 

35621—59—pt. 12——14 
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“gang up” on an independent and the prices are cut and finally the 
independent is forced out of business or he operates at such a low 
profit that he might as well be out of business. 

Is that the situation that you find in a place like Jamestown? 

Mr. Hove. No, not at all. That situation down there is nothing like 
that at all. 

Mr. Cuumpris. You are well aware of the Mead Fine Bread case? 

Mr. Hua. That’s right. 

Mr. Cuumerts. And situations like that in Jamestown are not a 
factual situation like you find in the Mead Fine Bread case? 

Mr. Hua. No; it definitely is not. 

Senator Kerauver. Mr. Hug, where do you stand in relation to 
size as compared with the other larger companies? 

Mr. Hua. Last year I believe we were No. 2 in sales volume. 

Senator Keravver. Continental had approximately how much 
sales? 

Mr. Hue. Better than 300 million. We had 160-odd million. 

Senator Keravver. All right, Mr. Dixon. 

Mr. Dixon. Mr. Chairman, reading from the document that I sug- 

est be made a part of the record, the General Baking Co. was formed 
in 1911 and it now operates 42 bread bakeries in 16 States and the 
District of Columbia. The only plant it has ever built was at Rich- 
mond, Va., in 1949, as I understand it. 

Mr. Hua. Oh, no. 

Mr. Dixon. You have built other plants? 

Mr. Hua. Oh, yes; Spartanburg, S.C.; Oklahoma City. We have 
quite a list of plants. 

Mr. Drxon. We understand you bought the Becker Baking Co. in 
1953 in Spartanburg. 

Mr. Hua. That was in bankruptcy, in receivership. 

Mr. Drxon. You bought it, you didn’t build it? 

Mr. Hue. Well, that building was closed. We leased it and built 
a new plant subsequent to that. 

Mr. Dixon. You replaced that? 

Mr. Hue. Yes; they were about ready to go out of business then. 
There were close to 200 people involved. 

Mr. Dixon. We have this information that you submitted to us. I 
suggest, Mr. Chairman, that we put it in the record and if there are 
any errors in it that they so advise us for the record. 

(The information referred to follows :) 


General Baking Co. (formed in 1911) now operates 42 bread bakeries in 16 
States and the District of Columbia. 
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Plants acquired, built, closed down* 
Plants acquired: 
Eddy Bakeries, Inc., December 30, 1957. 
Plants at— 
Billings, Mont. 
Bismarck, N.Dak. 
Boise, Idaho. 
Butte, Mont. 
Grand Forks, N. Dak. 
Great Falls, Mont. 
Havre, Mont. 
Helena, Mont. 
Minneapolis, Minn. 
Missoula, Mont. 
Pocatello, Idaho. 
Superior, Wis. 
Yakima, Wash. 
Van de Kamp’s, 1956. 
Plants at— 
Los Angeles, Calif. 
Seattle, Wash. 
Becker Baking Co., 1953, Spartanburg, S.C. 
Plant built : Richmond, Va., 1949. 
Plants closed down: 
1958, Kansas City, Mo. (purchased 1926). 
1958, Toledo, Ohio (original formation). 
1958, Jersey City, N.J. (original formation). 
1957, Indianapolis, Ind. (purchased 1928). 
1956, New Haven, Conn. (purchased 1923). 
1954, Waterbury, Conn. (purchased 1923). 
1954, St. Louis, Mo. (original formation). 
1953, New York City (built 1921). 
1953, Roxbury, Mass. (original formation). 
1950, Omaha, Nebr. (purchased 1928). 


Senator Krrauver. Do you havea copy of it, Mr. Hug? 


Mr. Wiu1aMs. Is this the list of bread plants that we are talking 


about ? 
Mr. Drxon. Yes. 


Mr. WituraMs. Acquisitions and dispositions? 


Mr. Drxon. Yes. In 1957 you acquired the Eddy Bakeries Co. 
which had sales for the year ending 1957 of $12 million and they had 


12 plants, isn’t that correct ? 
Mr. Hue. Thirteen plants. 
Mr. Drxon. Thirteen plants? 
Mr. Hua. Thirteen. 
Mr. Drxon. Where was the headquarters of this company ? 
Mr. Hua. Helena, Mont. 
Mr. Dixon. Helena, Mont. ? 
Mr. Hua. Yes. 


Mr. Drxon. Would you read the locations of those plants that you 


acquired ¢ 


*Souree : Company reply to subcommittee questionnaire. 


6240 ADMINISTERED PRICES 


Mr. Hove. I don’t know whether I have them here. Yes; here they 
are. 

Mr. Drxon. They are in the list we just gave to you. 

Mr. Wituiams. They are not on that list. We don’t have the sub- 
sidiaries. 

Mr. Hue. There is Great Falls, Missoula, Butte, Havre, Billings, 
Yakima, Pocatello, Boise, Minneapolis, Superior, and there is a cake 
plant in Helena that is not listed here. There are 11. 

Mr. Buarr. Mr. Chairman: 

Mr. Hua. Possibly Iam wrong on the 13. Maybe it is 11. 

Mr. Buatr. That is a matter which they can correct on the list which 
has been submitted. 

“ Mr. Hue. We missed Boise; Bismarck is a new plant. There are 12 
ere. 

Mr. Dixon. We have such a list, Mr. Hug, that you submitted to us. 
Mr. O’Connell submitted it to us, and we will make that a part of the 
record. 

Mr. Hua. There are 13 altogether. Helena is not listed on this for 
some reason. 

Mr. Dixon. We will make this a part of the record, Mr. Chairman. 

Senator Kerauver. How many of these 40-odd plants did you build 
yourselves ? 

Mr. Hue. We will have to get that information. I don’t recall. 

Mr. Witu1aMs. It is already in the material that we furnished to 
you—additions, rebuildings. 

Mr. Hue. Some of the old ones were closed and new ones were built. 

Mr. Dixon. In other words, you replaced old plants? 

Mr. Hua. That is true. 

Mr. Wiu14Ms. In some instances. 

Mr. Drxon. You did not go into any new locality and build a plant 
other than at Richmond, Va.; is that correct ? 

Mr. Hue. Yes. 

Mr. Drxon. The plants you did build were to replace those that 
you had acquired ? 

Mr. Hus. That we had acquired, yes. 

Mr. Buatr. Mr. Chairman, I just have one last question. Mr. Hug, 
who was Edgar Palmer? 

Mr. Hue. He was a director of the company many years ago. 

Mr. Buatr. Mr. Chairman, we have gone through the files of the 
SEC in order to determine whether or not there existed any instances 
of common stock ownership among the major bread-baking com- 
panies. The only important one that we have been able to find existed 
up to 1942. It was the stock held by Mr. Edgar Palmer, of 20 Ex- 
change place, New York City, who died in 1942. 

Form 10K of the SEC dated December 27, 1941, showed that Mr. 
Palmer held approximately 13 percent of the common stock of Gen- 
eral Baking Co. At the same time he held 12.5 percent of the common 
stock of Ward as well as 8 percent of the preferred stock of Ward. 

Now we do not know what happened to that stock interest after 
Mr. Palmer died. In view of the fact that General so frequently 
follows Ward’s price increases, we were wondering whether in one way 
or another, perhaps through a trustee, that common stock ownership 
still continues to exist. 
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Mr. Hue. There is no connection at all. 

Mr. Buatr. Can you tell us what happened to the stock? 

Mr. Hue. I wouldn’t be able to tell you offhand. 

a. Buiatr. Could you supply the subcommittee with that informa- 
tion ? 

Mr. Hua. We could try and see what happened and supply it. Mr. 
Palmer—I knew him. As you say, he passed away in 1940 sometime. 

Mr. Buarr. I see. 

Senator Krerauver. Was he an officer of your company ? 

Mr. Hua. I don’t believe he was. I believe he was just a director 
and stockholder. 

Senator Kerauver. Was he a director of Ward’s also? 

Mr. Hue. I wouldn’t know that, sir. 

Mr. Buarr. In view of the fact that Ward, General, and Continen- 
tal itself are very much the creation of the same individual, Mr. 
Ward, Sr. 

Mr. Hue. That is way back, yes. 

Mr. Brarr. And the subsequent parallelism of pricing between 
Ward and General certainly constituted to us grounds for concern 
over this common stock ownership that existed as recently as 1942. 

Mr. Hve. I think all that nepotism disappeared a long time ago. 
It doesn’t exist today to my knowledge. 

Mr. Buatr. You will supply that information? 

Mr. WitttaMs. We can get that information to you to the extent 
that it is available to us. 

(The material referred to may be found on p. 6636.) 

Senator Keravuver. Senator Hart, any questions? 

Senator Harr. No, Mr. Chairman. 

Senator Keravuver. Mr. Chumbris? 

Mr. Cuumerts. I have no further questions. 

Senator Krravuver. Mr. Peck. 

Mr. Pecx. Just briefly. Mr. Laughlin testified in response to a 
question by Mr. Dixon that the reason that Continental purchased 
bakeries rather than constructed bakeries was because at the present 
time there is ample baking capacity in the Nation, and the construction 
of new production capacity would be superfluous. What was really 
needed was an improvement and modernization of existing capacity. 

Would you want to comment on that statement, sir? It would seem 
that you have done somewhat the same thing. 

Mr. Hua. That is a good reason. To bring in new productive 
capacity into an area would seem like a waste of capital expenditure. 
And also breaking into a market would be a tremendously costly 
venture or adventure I would say, and it is very seldom done in the 
baking industry. 

Mr. Pecx. Certainly if the national capacity—— 

Mr. Hua. On big scale. I don’t mean on a small scale. 

Mr. Peck (continuing). For baking bread can be doubled by the 
modernization of facilities, as your testimony has indicated, the facili- 
ties which existed prior to the moderization must have been pretty 
meager in comparison to what they are now. 

I would like to ask another question, sir. In your program of 
acquisition, have you gone into new fields, geographically speaking, or 
into new fields of business operation, new types? 
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Mr. Hue. We have gone both ways. 

We are in the candy and restaurant business, and we have expanded 
into a different type of distribution, into the multiunit operation, and 
we have expanded geographically too. 

Mr. Peck. Thank you, sir. 

Senator Krerauver. Mr. Kittrie? 

Mr. Kirrrim. I would like to ask this. In trying to determine 
whether there is any unfair competition, the emphasis here was on 
the prices of bread that are being charged in various parts of the 
country. Another way to find out if there were any unfair practices 
is to determine whether your profits show some unreasonable dimen- 
sions. I was rather surprised in looking at your profits to find out 
that your profits in percent of sales have been 1.7. Another figure 
that was given to us was 1.66. Quality Bakers of America have 
shown a profit of 4.35 percent of sales. How do you explain this? 
Would you say that the fact that you make less profit relates in any 
way to the kind of competition that exists in this field ? 

Mr. Huse. Naturally we would like to improve that 1.7. On the 
record I would say Quality Bakers have done a better job than we 
have on profit. That would be a long story on which I could not sit 
here and make a direct comparison with another company to give 
you reasons. 

Naturally we want to improve 1.7 because we feel that is a low 
figure. It is a low figure in the industry. I would be at a loss to 
tell you why Quality Bakers have been better than we are profitwise 
because it is an involved subject and I would have to consider equip- 
ment and plants, their selling policies, the type of products they sell. 

We may be more in varieties than they are. There are many rea- 
sons for that. 

Mr. Kirrrre. Another question is this: Quality Bakers of America 
ave us some figures as to the number of plants owned at one time 
y members of their organization which later were sold out, con- 

verted to loading stations and oné that went bankrupt. Since 1952 
about 16 percent of the total number of their plants were closed or 
sold out and so on. Have you experienced anything similar to this 
in your own company? I mean, have you closed any plants since that 
time? 

Mr. Hue. Yes, as I recited in the statement, we closed quite a few 
plants over the years. In St. Louis we have withdrawn from the 
market, and in Indianapolis, and Omaha, Nebr. In Kansas City we 
stopped wholesale operations. In New York City we have closed 
two plants I believe over the years and consolidated operations. 

We closed two I believe in New England. We closed a plant in 
Toledo. We still serve these latter areas but serve them out of an- 
other plant. 

Here they are right here—Roxbury, Mass.; New Haven, Conn.; 
Waterbury, Metropolitan New York, Jersey City, St. Louis, Minne- 
apolis, Kansas City, and Omaha. 

Mr. Kirrrre. How many overall? 

Mr. Hue. Ten since 1950. 

Mr. Kirrrm. You had 63 and now you have 53? 

Mr. Hove. That’s right. Well 53 takes in the 13 we have added in 
the new territory. 
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Mr. Krrrrim. Which shows that the percentage is about similar to 
that of Quality Bakers. 

Mr. Hue. That’s right. 

Mr. Kirrrin. They had about 16 that were closed. 

Mr. Hue. That’s right. 

Mr. Kirrri. I wanted to check also on another matter. 

Reference was made to the fact that the big baking companies, due 
to the fact that they have larger budgets and so on, possibly through 
increased advertising could create improper competition for some of 
the other smaller bread bakers. 

What is the situation with your advertising budget? From 1950 
to 1958 the four big baking companies have increased the advertising 
budget 128 percent. Do you have any idea what your increase was, 
or would you say that 128-percent increase is unreasonable ? 

Mr. Hua. Since what year? 

Mr. Kirrriz. From 1950 to 1958. 

Mr. Hue. In 1950 we spent 1.8 percent of sales. In 1958, 1.6 per- 
cent. I would say that that isn’t enough. That should be increased, 
not only to meet competition in your own industry but to meet the 
competition in other foods. Unfortunately it has been low. 

Mr. Kirrriz. One final question. At the present time are you 
engaged in any so-called price wars? 

Mr. Hua. No, no price wars at the present time to my knowledge. 

Mr. Kirrrm. Thank you very much. Thank you, Mr. Chairman. 

Senator. Kerauver. Thank you, Mr. Kittrie. Thank you very 
much, Mr. Hug and Mr. Williams. 

We will stand in recess until 10 o’clock in the morning in this room. 

(Whereupon, at 4:40 p.m., the committee adjourned, to reconvene at 
10 a.m., July 1, 1959.) 
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WEDNESDAY, JULY 1, 1959 
U.S. Senate, 


SuscomMItree on ANTITRUST AND Monopoty 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess at 10:05 a.m., room 312, 
Senate Office Building, Senator Estes Kefauver presiding. 

Present : Senators Ritunver (chairman) and Hart. 

Also present: Paul Rand Dixon, counsel and staff director; Peter 
N. Chumbris, counsel for minority; Theodore T. Peck, special coun- 
sel for minority; Philip R. Layton, assistant counsel; Thomas C. 
Williams, attorney; John M. Blair, chief economist; Walter S. 
Measday, economist; Paul S. Green, editorial director; and Gladys 
E. Montier, clerk. 

Senator Keravuver. The committee will come to order. Other 
members of the subcommittee will be here shortly but we will get 
started now. We are glad to have with us this morning Mr. R. A. 
Jackson, president of Ward Baking Co., accompanied by Mr. Alex- 
ander Grean, vice president and. general counsel. 

Mr. Jackson, I don’t believe you have a prepared statement. 

Mr. Jackson. No; I do not, Senator. 

Senator Kerauver. Do you wish to make any preliminary state- 
ment about the Ward Baking Co. or about any matters that we have 
been concerned about in this hearing ? 


STATEMENT OF R. ARNOLD JACKSON, PRESIDENT, WARD BAKING 
C0O.. NEW YORK, ACCOMPANIED BY ALEXANDER GREAN, VICE 
PRESIDENT AND GENERAL COUNSEL 


Mr. Jackson. Well, I would just like to say that I have no pre- 
sr statement, but I am very happy to be here, Senator, and I will 
very happy to answer any questions that you or your committee 
may have. 
enator Krerauver. Mr. Jackson, tell us something about the Ward 

Baking Co. Its principal office is in New York? 

Mr. Jackson. Its principal office is 475 Fifth Avenue, New York, 
and we operate some 21 bakeries located east of the Mississippi, and 
we have an annual sales volume of approximately $104 million. 

+ Srenaane Keravver. You are the third largest baking company, I 
ieve ? 
Mr. Jackson. No, I would think we are either sixth or seventh, 

Senator. 


Senator Kerauver. When was the Ward Baking Co. started ? 
6245 
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Mr. Jackson. Well, it all depends on how far back you want to go. 
It was the original of the pioneers in the baking industry and it goes 
back many, many years, over a hundred years since it was started in 
Pittsburgh, Pa., which was the mother plant of the original company. 

Senator Keravuver. The original company was started where? 

Mr. Jackson. In Pittsburgh. 

Senator Kerauver. And is the Ward Baking Co. engaged in any 
other business besides the baking business ? 

Mr. Jackson. No, sir. 

Senator Keravver. You have nostores of your own ? 

Mr. Jackson. No, sir; strictly wholesale in every case. 

Senator Kmravuver. You sell to independent stores, to chainstores, 
to anybody who wants to buy bread ? 

Mr. Jackson. That’s right. We wholesale. 

Senator Kerauver. You do not sell retail ? 

Mr. Jackson. Retail or house to house? 

Senator Krerauver. You do not sell retail or house to house ? 

Mr. Jackson. That’s right. 

Senator Kerauver. What has been the profit experience of the Ward 
Baking Co? 

Mr. Jackson. Well, our profit experience over the years has been 
ood. In the last several years it has declined. Starting in 1954 we 
ad a net profit of $1,538,000 which was 1.6 percent of total sales, 

and that ran along in the following year, 1955, about the same rate, $1.5 
million. It dropped to $1.3 million, went up to $1.4 million, and 
dropped to $1.1 million in 1958, or 1.1 percent of sales. 

That is 4.8 percent of invested capital. 

Senator Keravver. In 1958, 4.1 of invested capital ? 

Mr. Jackson. 4.8 of invested capital, 1.1 percent of sales in 1958. 

Senator Kerauver. I believe your stock on the exchange sells at 
about 14. 

Mr. Jackson. Around 12% to 131% has been the range in the last 
several months. 

Senator Kerauver. Has that been the range in the last 2 or 3 years? 

Mr. Jackson. I think the high for the year was 167%. The low was 
11%, I believe. 

Senator Krerauver. You mean this year? 

Mr. Jackson. Yes. 

Senator Keravver. We have asked other witnesses how they explain 
the fact that the price of wheat to the farmer has decreased and 
the price of bread has gone up since 1947 from 12.5 to 18 or 19.5 cents. 
What is your explanation of that? 

Mr. Jackson. Well, Senator, I think the explanation is obvious. 
True, our ingredient costs are down, currently down. The price of 
flour is lower, but there are so many other costs, hidden costs that are 
in the manufacture of a loaf of bread that it is just impossible to allow 
the price of wheat or the price of flour to dictate the price of a loaf of 
bread under today’s set of conditions. 

Senator Kerauver. I suppose we might as well get to the charts that 
show the places where you do business. Dr. Blair, will you identify 
the charts? 

Mr. Buatr. The first chart, Mr. Chairman, is similar to comparable 
charts presented for Continental and General. 

(Chart 1 referred to follows :) 
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Mr. Buatr. It shows the cities in which Ward Baking Co. has plants 
and Ward’s prices at those plants as of September 1958. The prices 
again have been converted to a 1-pound basis, and they are wholesale 
prices. 

Again the showing of this plant chart, as we refer to it, is one of 
considerable price variations among cities that are within a limited 
geographical distance from each other. To illustrate, Ward has a 
ow at Syracuse, N.Y., at which the price per pound is 18.4 cents, 

t has a plant at Columbus, Ohio, at which the price is 16 cents. It 
has a plant at Cleveland, Ohio, at which the price is 17.2 cents, and it 
has a plant at Youngstown, Ohio, at which the price is 15.6 cents, or 
a difference between the high and the low of nearly 3 cents; 2.8 to be 
exact. In the northeastern part of the country at Springfield, Mass., 
the price is 15.3 cents, whereas at White River Junction, Vt., it is 17.4 
cents; a difference of over 2 cents. Ward’s price of 15.3 cents at 
Springfield, Mass., compares with its price of 16.9 cents at Providence, 
R.I., and of 17.4 cents at New York City. 

In Jacksonville, Fla., the price is 16.5 cents. In Tampa, Fla., the 
price is 17.6 cents, or a difference within Florida of over a cent a pound. 
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In North Carolina at High Point in the western part of the State 
the price is 16 cents. At Rocky Mount in the eastern part the price is 
17 cents, a 1-cent difference within the State of North Carolina. 

Senator Krravver. I think these figures speak for themselves and 
these are examples of price situations existing elsewhere. What do 
you have to say about them, Mr. Jackson ? 

Mr. Jackson. It all depends upon which market you want to take, 
Senator. There is no question about it, the price is dictated by what- 
ever the prevailing price is in the individual markets. When I say 
it is dictated, it is dictated by the competition that is in that market, 
and in most cases it is local competition which sets the prices. 

I would like to point out that this is no one-way street as far as 
going into other markets is concerned. While we may as the Ward 

aking Co. go into other markets where there is a lower price per 
pound, there is nothing that prevents these local bakers in these other 
towns from coming back into our area at a higher price per pound. 
So it is not a one-way street in any sense of the word. 

I would also like to point out—— 

Mr. Drxon. You are referring, aren’t you, to national organizations 
such as Continental and General ? 

Mr. Jackson. No, I am referring to any independents, sir. 

Mr. Dixon. You mean if an independent happens to be located in 
South Bend and has one plant, and your price there is 15.2 cents whole- 
sale, you would expect him to be able to have the financial resources to 
charge a higher price in Syracuse? 

Mr. Jackson. No. 

Mr. Dixon. Where he will charge 18.4 cents? 

Mr. Jackson. He can very well go into Chicago where most of the 
bakers come from in your case in point, South Bend. There is noth- 
a stop him from going into the Chicago area where the price is 
1igher. 

Mr. Dixon. Why don’t you go into—— 

Mr. Jackson. Into South Bend? Wedo. We havea bakery there. 

Senator Krerauver. Has that ever happened where an independent 
will come into your higher priced market ? 

Mr. Jackson. Surely. 

Senator Krravuver. Give us an example. 

Mr. Jackson. I think in White River Junction there is a plant. 

Senator Keravver. White River Junction, Vt. ? 

Mr. Jackson. Yes, where we operate a bakery and I think Dr. Blair 
pointed out that the price was 17.4. 

Senator Keravuver. 17.4? 

Mr. Jackson. Yes. Now other bakers come into that area from 
Montpelier and other sections of Vermont and New Hampshire. They 
come down into that market from their own markets. 

Senator Keravver. All right. 

That was chart No. 1. 

Mr. Buatr. The next chart, Senator and the ensuing ones refer to 
prices at routes served out of loading stations or depots. 

Again for the record it should be noted—— 

Senator Keravver. This will be marked “chart 2.” 

(Chart 2 referred to follows :) 
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Mr. Buatr. As we have previously noted, the method of distribution 
of bread involves shipments out of plants to loading stations by large 
truck trailers where the bread is then transferred to smaller delivery 
trucks which service particular routes. 

Chart 2 refers to a distribution pattern out of the Syracuse, N.Y., 
oa of the Ward Baking Co. It will be noted that the price at 

yracuse is 18.4 cents a pound. The bread is then shipped in one of 
the routes out of Syracuse a distance of 137 miles to Albany where 
it is transferred to route trucks, one of which then goes into Pittsfield. 

Senator Kerauver. In Vermont, isn’t it? 
Mr. Buatr. Pittsfield which is across the State line. 

Mr. Jackson. Massachusetts. 





6250 ADMINISTERED PRICES 


Mr. Buatr. Massachusetts; correction ; the total distance from Syra- 
cuse to Pittsfield is 137 miles. At Pittsfield the bread is sold at a price 
of 16.5 cents or nearly 2 cents cheaper than where it is baked in Syra- 
cuse, a distance of some 150 miles. 

Moving westward on the map, the bread is shipped to Rochester, 
N.Y., a distance of 88 miles, where it is sold at a price of 17.9 cents 
a pound as contrasted to the price of 18.4 cents at Syracuse. 

Senator Keravuver. That is the longest route that I have seen. 

Mr. Jackson. That is not a route, sir. That is transport. 

Senator Keravuver. The substation is at Albany ? 

Mr. Jackson. That is correct. 

Senator Kerauver. Then you have a route out of Albany to Pitts- 
field ? 

Mr. Jackson. That is right. 

Senator Kerauver. How do oe sell to Pittsfield at almost 2 cents 
under what you sell at Syracuse ¢ 

Mr. Jackson. Because that is the market price in Pittsfield. I mean 
we found it necessary to go over there to increase volume out of our 
Albany loading depot, increase not only on bread but on Tip Top cake 
and on doughnuts and English muffins and the various varieties that 
we make. And if the price of white bread in that market is at a lower 
level than it is in Albany, if we want to go over there we have no other 
alternative except to meet the market price, whatever that happens 
to be. 

Senator Keravuver. How long have you been selling in Pittsfield ? 

Mr. Jackson. I think we have been in Pittsfield about 2 years, sir. 

Senator Kerauver. Can you make money on an operation like that 
in Pittsfield ? 

Mr. JacKson. I think we can, I think we are because we have sub- 
stantial customers over there in supermarket operations that are giving 
us good volume. 

Senator Kerauver. If you make money at Pittsfield at 16.5 cents, 
why can’t you give your customers bread that is baked at Syracuse 
at an equally low price? 

Mr. Jackson. You may not be making your money on your white 
bread, Senator, which is a depressed price we will say or the lower 
price. But certainly you can make it on cake and you can make it on 
your miscellaneous varieties of rolls and doughnuts and other varieties 
that are carried by the route vehicle. 

Senator Kerauver. How does your cake price in Pittsfield compare 
with your cake price in Syracuse ? 

Mr. Jackson. The cake price is standard. 

Senator Kerauver. You mean the same? 

Mr. Jackson. Yes, sir. 

Senator Keravver. Is that generally true? 

Mr. Jackson. With cake prices, that is generally true. 

Senator Keravuver. Did you arrive at this price at Pittsfield to meet 
some local competition of did you establish the price? 

Mr. Jackson. No. 

That price was set by the local market and that is the price of white 
bread per pound in the Pittsfield area and we simply met that price. 

Senator Keravuver. Who is in the market at Pittsheld ? 

Mr. Jackson. Oh gosh, I don’t know. I can’t answer that. 

Senator Keravver. Any of the larger companies? 
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Mr. Jackson. I am not too familiar with the market, Senator. I 
can’t answer that question. I presume that they are. 

Senator Keravuver. You have been in there about 2 years. Has this 
been the price all the time ? 

Mr. Jackson. Yes; I think that price has not been changed. 

Senator Keravuver. All right, any further questions? 

Mr. Cuumpris. I have a question. 

Senator Keravver. Mr. Dixon, do you have any questions? 

Mr. Dixon. Mr. Jackson, we have had other testimony here to the 
effect that it costs you a half cent to haul bread about 50 to 60 miles. 
Is that your increased cost ? 

Mr. Jackson. I think probably that is correct; yes, on bread. 

Senator Kerauver. We assume that it costs you a cent and a half 
more to haul that bread and handle it from Syracuse over to Pittsfield. 

Mr. Jackson. Well, from Syracuse to Aieny probably the trans- 
port costs would be in the vicinity of 3 to 4 neg st on the transport. 
Then on the transferring to the route trucks into Pittsfield I don’t 
think the cost would be any greater than it would on any of the other 
Albany routes. 

Senator Krerauver. You determine your profit operation at that 
plant by aggregate sales, I assume? 

Mr. Jackson. No; we break down our costs. We break down our 
profit and loss according to loading depots or agencies as we call 
them. 

In other words, we know what our profits are in Syracuse proper. 
We know what our profits are in Albany as a loading station. 

Senator Kerauver. Are you making money on white bread in Pitts- 
field with that increased cost ? 

Mr. Jackson. That I can’t tell you. We don’t break down profit 
on a specific loaf of bread. 

Senator Kerauver. Do you break it down on the total business you 
have ? 

Mr. Jackson. On the total volume that the route may run. If the 
route runs a thousand dollars, whether it is a profitable route based 
on the mileage and based on the expense of operation. 

Senator esstrss Does the local baker there compete with you 
in cakes and other items? 

Mr. Jackson. Yes, generally speaking the price of cake is pretty 
much the same; I mean it has been over the years. 

oo Keravver. Does that local baker in Pittsfield have other 
plants 

Mr. Jackson. I don’t know that there is a local baker in Pittsfield, 
Mr. Dixon. I don’t know. I don’t know whether the town is serv- 
a by all out-of-town bakers or whether they have a local baker as 
such. 

Senator Keravuver. Do you know whether that competition in Pitts- 
field is coming over and competing with you at your higher price in 
Syracuse ? 

Mr. Jackson. I don’t believe so; no, sir. 

Mr. Cuumerts. Mr. Jackson, getting back to Pittsfield, you state 
en loaf of white bread is 16.5 cents in Pittsfield ; is that correct? 
rect 
Mr. Jackson. That is correct. 
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Mr. Cuumeris. Now what price do you get for your whole wheat 
and rye bread in Pittsfield in comparison to your Albany and 
Rochester markets? 

Mr. Jackson. Generally they are priced on the same basis, the darks 
and the whites. 

Mr. Cuumpnris. In other words, you also have a depressed price on 
rye and whole wheat bread in Pittsfield; is that correct? 

Mr. Jackson. That would be. 

Mr. Cuumeris. And how about your second grade bread, or do you 
have a second grade bread ? 

Mr. Jackson. No secondary bread ; no, sir. 

Mr. Cuumpris. You just have the one grade? 

Mr. Jackson. That’s right. 

Mr. Cuumeris. In other words, you don’t have any white bread 
that competes with the chainstores, as was testified to by Con- 
tinental ? 

Mr. Jackson. Well, we have private label bread. 

Mr. Cuumertis. Private label? 

Mr. Jackson. But not secondary under the Tip Top name. 

Mr. Cuumeris. How is the price in Pittsfield in comparison to the 
price in Rochester and Albany ? 

Mr. Jackson. As far as the private label is concerned ? 

Mr. Cuumpris. Yes. 

Mr. Jackson. Or as far as the white bread is concerned ? 

Mr. Cuumeris. The private label. 

Mr. Jackson. I think they are priced the same, sir. 

Mr. Cuumpris. I don’t get that. 

. JACKSON. Priced the same. 

. Coumerts. Priced the same as it is in Rochester? 

. Jackson. That’s right. 

. Cuumpris. And Syracuse? 

. JAcKSON. That’s right. 

. Cuumpris. And Albany ? 

. Jackson. That’s right. 

. Cuumpris. Then another question. What is the ratio of your 
and other bakery products in comparison to your depressed 

price bread that you sell in Pittsfield ? 

Mr. Jackson. That varies, sir. That could very well vary. Over- 
all the ratio of our cake sales, total cake sales to our total bread sales, 
to our total sales, runs somewhere in the vicinity of 28 to 30 percent. 

Mr. Cuumpris. Could you give us a figure for Pittsfield? In other 
words, I think the subcommittee would like to know if you can make 
a profit in Pittsfield at 16.5 cents for white bread. If you don’t know 
whether you are making a profit on white bread in Pittsfield, then I 
think it would be interesting to the subcommittee to know what the 
ratio of the white bread or the whole wheat, rye, and, say, brown 
bread, would be to your other sales, so we could determine—— 

Mr. Jackson. In other words, what percentage the route going into 
Pittsfield runs on cake and what percentage they run on white bread ? 

Mr. Cuumeprtis. That’s correct, because this same question cropped 
up yesterday in the West Virginia area and the day before, and in 
the hearing when we had Continental here. I think if we had these 
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breakdowns, then the subcommittee would have certain facts to reach 
certain conclusions. 

Senator Kerauver. Mr. Jackson, if you can get that, supply it to 
the committee within about a week and we will appreciate it, sir. 

Mr. Jackson. I will be glad to do it, sir. 

ae Grean. What was that question exactly, the percentage of cake 
sales 

Senator Kerauver. Mr. Chumbris, will you restate that ? 

Mr. Cuumepris. The question is the percentage of the depressed 
ie in Pittsfield as compared to the normal price that you get in 

ittsfield in comparison to your Syracuse, Rochester, and Albany 
markets. 

Mr. Grean. You mean the percentage of bread sales at 16.5? 

Mr. Cuumpris. Some of your bread sales. Mr. Jackson stated 
that for the private label bread, he does not get a depressed price. 
He gets the normal price. That would be in the category of cakes, 
whereas your depressed price would be one category and your normal 
price would be the other category. 

Mr. Jackson. I understand what you want, sir. You want the 
percentage of cake against the total. 

(The material referred to may be found on p. 6625.) 

Senator Keravuver. Mr. Dixon. 

Mr. Dixon. Mr. Jackson, before we leave the question of private 
label, you say you make private label bread? 

Mr. Jackson. Yes, sir; we do. 

Mr. Dixon. To whom do you sell it in that area ? 

Mr. Jackson. In the Albany area or in what area? 

Mr. Drxon. In the Syracuse area and in the area that is depicted 
by chart No. 2. ; 

Mr. Jackson. We have private label loaf of bread for Grand Union 
stores in the Albany area and we make a loaf of sweet light bread 
for the Century markets in the Albany area. We do not have the 
private label for the Grand Union stores in the Syracuse area. 

Mr. Drxon. What is the difference between the bread that you make 
maiee private label and the bread that you make under your own 
label 

Mr. Jackson. Generally speaking it is a leaner formula and a 
lighter weight. 

Mr. Dixon. Generally speaking? 

Mr. Jackson. Yes. 

Mr. Dixon. What do you mean by generally speaking? Is it always 
that way or is it sometimes that way ? 

Mr. Jackson. The formula is generally based on market circum- 
stances. The only variation that you can make in the formula loaf 
of bread is the quantity of sugar or the quantity of milk or the quantity 
of shortening. Flour isthe same in every case. 

Mr. Drxon. How much cheaper does that make it for you to manu- 
facture? 

Mr. Jackson. There is very little difference in the cost of manu- 
facture except for the tonnage angle that is thrown into a bakery. 

Mr. Drxon. We understand you sell that private label bread con- 
siderably cheaper than you sell your own label bread. 

Mr. JACKSON. Yes, sir. 

35621—59—pt. 12——15 
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Mr. Drxon. Am I correct in understanding that price is 13.6? 

Mr. Jackson. That is correct. 

Mr. Drxon. In that area? Are you making a profit on that bread? 

Mr. Jackson. Yes, sir; we are. 

Mr. Dixon. You are making a profit on that ? 

Mr. Jackson. And the primary reason for making a profit on that 
loaf of bread is because of the small amount of returns. 

Mr. Drxon. You said a while ago that perhaps you could go over 
into Pittsfield and not lose any money, even though you were selling 
your bread products cheaper than you were in the Syracuse area where 
they were manufactured, and that the reason was because you sold 
other products in the cake line. 

At the Syracuse plant location, from the information you furnished 
us, the total value of all your shipments from the Syracuse plant was 
$4,519,000, while for bread only it was $2,885,000. 

Since that is white bread only, so I must assume that you had many 
other bread products. 

Mr. Jackson. That’s right. 

Mr. Dixon. That is, about 50 percent of your total shipments were 
in white bread only. How much approximately should we add to that 
for your other bread products? 

r. Jackson. Well, if the figures I used on cake is 28 percent of the 
total, then you would use the balance for other bread products. 

Mr. Drxon. So we are to understand that about 28 percent of other 
than bread products that you might be selling in Pittsfield is making 


up for whatever loss that you might be taking on your bread products 
in Pittsfield ? 


Mr. Jackson. That is conceivable; yes, sir. 
2 


Mr. Dixon. Let’s put the rest of t 

Mr. Buarr. Mr. Chairman, chart 3 

Mr. Peck. Mr. Chairman, before Dr. Blair begins that, I would like 
to pursue Mr. Chumbris’ point just bit further. 

Senator Keravver. All right, Mr. Peck. 

Mr. Peck. Mr. Jackson, you state that the operation in Pittsfield, 
Mass., is a profitable operation, that the sale of bread in Pittsfield at 
16.5 cents a loaf is not necessarily a profitable operation, but that the 
overall total operation is profitable. 

My question, sir, is this: Does each delivery of baked goods con- 
taining various products of yours contain about the same number of 
loaves of bread or does the percentage to which Mr. Chumbris referred 
vary from time to time, from day to day ? 

Mr. Jackson. I lost you on the last part of your question, sir. 

Mr. Peck. In the profitable operation in Pittsfield, Mass., which 
includes the sale of cakes and cookies and breads of various types, is 
there normally the same percentage of bread to baked goods or does 
that percentage vary from day to day? 

Mr. Jackson. That percentage would vary. 

Mr. Pecx. It would differ from day to day? 

Mr. Jackson. Not from day to day, but it would vary from other 
route operations. 

Mr. Peck. I see. Is it possible that on certain days you might not 
have any bread? 

Mr. Jackson. No. 


e charts in the record. 
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Mr. Peck. There would always be some bread ? 
Mr. Jackson. That is correct. EK 
Mr. Peck. Is the operation carried on continuously or does it in- 
crease from time to time one week over another week, one month over 
another month ? 

Mr. Jackson. It will increase with the seasons, of course. 

Mr. Peck. It varies with the seasons and it varies in content. Has 
the 16.5-cent-per-loaf price been a constant price 

Mr. Jackson. That is the price that has been. constant since we 
have been in the Pittsfield market. 

Mr. Peck. It has been constant for 2 years? 

Mr. Jackson. As far as I know. 

Mr. Peck. Do you always have your bread for sale in Pittsfield ? 

Mr. Jackson. Always? 

Mr. Peck. During these — 2 years, have you always had bread 
every day in the stores for sale ? 

. JACKSON. Yes, sir. 

Mr. Peck. Thank you very much, sir. 

Mr. Brae. If I could just add one question for the economist 
minority interest: Mr. Jackson, if you had a reasonably efficient plant 
operating at Pittsfield and it was selling all of its bread in the im- 
mediate Pittsfield area at a price of 16.5 cents a pound, would you be 
making a reasonable profit ? 

Mr. Jackson. If you had the volume to support the bakery in that 
aren. 

Mr. Buair. Then, with the same volume in the same plant operating 
in Syracuse, you would be making more than a reasonable profit at 
18,4 cents. 

Mr. Jackson. Well, I don’t think we would be making more than 
a reasonable profit. 

Mr. Buatr. But you would regard the profit at 16.5 cents as a reason- 
able one, so your profit at a selling price of 18.4, other conditions 
being - same, would be in excess of what you would regard as 
reasonable ? 


Mr. Jackson. If vou were confined to the location as such. 

Mr. Buatr. Yes, sir. 

Mr. Jackson. In other words, if we were in Pittsfield with a bakery, 
we were in Albany with a bakery, we were in Syracuse with a bakery, 
and all three of those bakeries were set up so that they could handle 
tonnage, sufficient tonnage on an efficient operation basis, then your 
price structure would be possibly entirely different than it is today. 

a point in the proceedings, Senator Hart entered the hearing 
room. 

Mr. Drxon. Before you leave that, Mr. Jackson, must we assume 
that because you have a price of 18.4 cents in Syracuse, but for the 
fact that you are meeting this competition in Pittsfield and in Roch- 
ester, that would be what you would be charging in those areas? 

Mr. Jackson. Yes, sir. 

If we deemed it advisable to go into Pittsfield or any other outlying 


territory, we would expect to sell bread for the same price that has 
been established. 


Mr. Dixon. At the plant? 
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Mr. Jackson. No; established by that market. You see that is the 
opinion, in my humble opinion, that you gentlemen are also laboring 
under, that my humble opinion is a mistake. We have nothing to do 
with the setting of these market prices. In almost every market in 
which we operate there are strong independents, and those independ- 
ents set their prices based on their efficiency, based on their costs, and 
that is the price that that market has, and it is the price that any 
baker coming into that market of necessity has to meet, if he deems 
it advisable to go in there. 

Mr. Drxon. We are trying to find out who’s on first. That is what 
we are looking for. You say your company is 100 years old, sir? 

Mr. Jackson. I think the man who is on first is your independent. 

Mr. Dixon. Your company is 100 years old # 

Mr. Jackson. Yes, sir. 

Mr. Dixon. You have been in Syracuse a long time? 

Mr. Jackson. Yes, sir. 

Mr. Drxon. In the Syracuse market you are able to get 18.4 cents 
for bread wholesale? 

Mr. Jackson. Yes, sir. 

Mr. Drxon. But when you leave Syracuse you are not able to get 
that ? 

Mr. Jackson. That’s right. 

a Must we assume that you would like to get that if you 
coul 

Mr. Jaoxson. Yes, sir. 

Yes, sir; you can put that in the record. 


Mr. Drxon. That is what we are trying to find out. 

Senator Keravuver. The Chair wishes to acknowledge the presence 
of Senator Hart, a member of this committee from the State of 
Michigan. He has taken a great deal of interest in these hearings. 

Mr. Buare. Senator, the next chart refers to the pricing pattern 
out of the ye wa. a., plant of Ward Baking Co. 


(Chart 3 refe to follows :) 
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Mr. Buarr. This is chart 3. It will be seen that the price to a num- 
ber of loading stations out of Pittsburgh varies considerably. One 
loading station at Johnstown has a price of 15.3 cents a pound as com- 
pared to the price at Pittsburgh of 17.4. The price at Blairsville is 
the same as the price at Pittsburgh. There seems to be no price 
discrimination there. 

(At this point, Senator Kefauver left the hearing room.) 

The price at Butler is again approximately the same as the price at 
Pittsburgh, 17.5. However, at Rochester the price is 15.5, nearly 2 
cents below the price at Pittsburgh. At Steubenville, Ohio, it is 16.5, 
nearly a cent below the price at Pittsburgh, and at Wheeling, W. Va., 
it is 16.5, again the same as at Steubenville. Most of these loading 
stations range from 50 to as much as 80 miles away. Johnstown 
happens to be 80 miles away, and there as noted the price is nearly 
2 cents below the price at Pittsburgh. 

Now perhaps of most interest on this chart is the pricing pattern 
prevailing out of the loading station at Uniontown. The Union- 
town price is the same as the price of Pittsburgh, 17.4 but in routes 
served out of Uniontown the price drops sharply when the delivery 
trucks cross over the West Virginia line. Thus the price goes down to 
14.1 cents at Morgantown, W. Va., then rises to 16.5 at Kingwood, 
then drops to 14.1 cents at Fairmont, Prentice, and Blacksville. The 
distance to Uniontown is 49 miles. The distance from Uniontown to 
Fairmont is an additional 43 miles, making a total of 92 miles, and at 
Fairmont the price is as noted, 3.3 cents below the price at Pittsburgh 
where the bread is made. I think it is Labtiollnely important to call 
attention to the fact that in previous testimony, in previous hearings 
before congressional committees witnesses have appeared and testified 
as to the injurious effects upon their ability to remain in business and 
operate efficiently, effectively, at this lower price prevailing in the 
Morgantown-F airmont area. 

These witnesses were smaller bakers located in that area. And as 
I indicated yesterday, there has been a relatively high casualty rate of 
small bakers, of independent bakers in the West Virginia area. Those 

are the highlights of that chart. 

Mr. Drxon. Mr. Jackson, is your Pittsburgh plant a profitable one? 

Mr. Jackson. Yes, sir. 

Mr. Drxon. You are making profit in the overall operation ? 

Mr. Jackson. Yes, sir. 

Mr. Drxon. Do you make profit when you sell bread at Fairmont at 
14.1 cents? 

Mr. Jackson. I think the same thing applies on bread down in those 
areas as I outlined previously. 

Mr. Dixon. Do you mean by that that 28 percent of the overall 
which is in cakes and other products is carrying your bread operation 
when you sell that low? 

’ Mr. Jackson. It could well be; yes, sir. It could well be that cake 

and other products are carrying the route. 

Mr. Dixon. Did you establish these low prices in these various 
areas ? 

Mr. Jackson. No, sir; we did not. 

Mr. Drxon. Again each time you found someone— 
Mr. Jackson. We meet competition. 
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Mr. Dixon. How long have those low prices prevailed in the Fair- 
mont-Morgantown area? 

Mr. Jackson. It has been some little time. 
would like to answer that? 

Mr. Grean. I don’t know. The last couple of years I guess. 

Mr. Jackson. It has been at least 3 years. 

Mr. Drxon. Have you tried to raise your prices since that time in 
that area? 

Mr. Jackson. No; I haven’t. But I would be very willing to raise 
prices if the market felt that those prices were depressed. 

Mr. Dixon. You have not tried though? 

Mr. Jackson. No, sir; I have not. 

Mr. Drxon. If you were to raise yours, do you think the little fel- 
lows wold follow you? 

Mr. Jackson. They might. 

Mr. Dixon. Why don’t you try ? 

Mr. Jackson. I might. 

Mr. Dixon. But you haven’t yet? 

Mr. Jackson. No, sir. 

Mr. Drxon. Would you desire to get the same price at Fairmont 
that you are getting in Pittsburgh? 

Mr. Jackson. Yes, sir. 

Mr. Dixon. Would you like to get at Pittsburgh what you are 
getting in Syracuse? 

Mr. Jackson. Yes, sir. 

Mr. Dixon. In other words, you would like to get considerably 
higher cone than you are getting at any of those locations ¢ 

r. JACKSON. Yes, sir. 

Mr. Dixon. But your testimony is that each of those low prices was 
made to meet some competitive situation ? 

Mr. Jackson. That’s correct. 

Mr. Dixon. And your testimony is that it is your belief that in your 
overall operation on any one of those routes, you are making a profit ? 

Mr. Jackson. I believe so, although that is a matter for local 
management to determine. They have their route costs. They have 
their variety costs, and it is their prerogative to either discontinue 
service into Morgantown and Fairmont or to continue, depending 
upon whether or not the routes or route that is operating down in 
that area is profitable or unprofitable. That is their prerogative as 
management. 


oe Dixon. In addition, do you sell private label bread in this 
area 

Mr. Jackson. Not to my knowledge, no, sir. 

Mr. Dixon. Your costs in the West Virginia area’ are considerably 
higher by virute of the distance? 

Mr. Jackson. That’s right. 

Mr. Drxon. I believe Dr. Blair said that is approximately 50'to 80 
miles. Would you say it would cost you approximately a cent to get 
down there? 

Mr. Jackson. I would say it would cost somewhere between 3 and 
5 percent to truck it down. You realize of course that we are a very 
small factor in that market. I think we operate two trucks between 
Fairmont and the Morgantown area. 


Perhaps Mr. Grean, you 
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Weare not a factor in the market. 

Mr. Buarr. Just to clarify your response to that last question, when 
a similar question was put to you by Mr. Dixon on the previous chart, 
the question was put to you in terms of cents per shile and you re- 
sponded in terms of percent. 

Mr. Jackson. That’s right. 

Mr. Buarr. I wondered if you would clarify the record and indicate 
your agreement or disagreement with Mr. Dixon’s question which 
was expressed in terms of cents per pound ? 

Mr. Jackson. Before I agree or disagree I’d have to figure it out 
but I know that our transportation costs in most cases run in the 
vicinity of 5 percent for transporting. 

Mr. Buatr. We don’t know what the percent applies to. Yesterday 
there was testimony that the cost—and I believe the day before there 
was testimony by Continental—that it costs about a half a cent to 
transport the bread about 50 to 60 miles, to a loading station, and 
another half a cent to take it out of the loading station to the com- 
munities served by route trucks. In terms of cents per pound that 
represents about 1 cent per pound for every 70 to 80 miles. All we are 
seeking isinformation. Is that approximately correct? 

Mr. Jackson. That is the answer you have gotten from other testi- 
mony. As far as I am concerned I would like the privilege of check- 
ing into it so I can answer that. 

r. Buatr. Answer in terms of cents per pound because we don’t 
know to what your percent figure refers. 

Mr. Jackson. We will make a note of that. 

Mr. Grean. For what distance, sir? 

Mr. Buar. Fifty miles. 

Mr. Jackson. Fifty to eighty miles. 

Mr. Buatr. Give us your estimate of the cost for a distance of 50 
miles to loading station, and of 100 miles to a loading station. Then 
give us your costs for a route truck, including the transfer charges to 
the route truck, of say 20 to 30 miles from the loading station. 

Mr. Grean. I didn’t quite follow the latter question. The first 
question related to the transport operation. 

Mr. Buarr. Tothe loading station. 

Mr. Grean. To the loading station. 

Mr. Buatr. Then the additional costs represented by the delivery 
truck serving communities from the loading station. 

Mr. Grean. You would have that same cost if you operated directly 
out of the bakery. 

Mr. Buatr. Correct. We would like to know what the cost is for a 
typical route covering say 20 to 30 miles, and for getting the bread 
to the route truck. To take an illustration, you have here the Pitts- 
burgh plant, which is a distance of 50 miles almost exactly to Union- 
town. We would like to have the cost of getting the bread from 
Pittsburgh to Uniontown. Then we would lile to have the additional 
route delivery —— 

Mr. Jackson. What costs do you want in there, Dr. Blair? 

Do you want simply the cost per mile or do you want the cost per 
mile plus the labor plus—— 

Mr. Buarr. We just want the cost of transporting the bread. 

Mr. JAcKson. That is a simple matter. en you get down to the 
route operation—— 
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Mr. Buarr. For the route operation we want the additional costs of 
distributing the bread out of Uniontown to Morgantown, to King- 
wood and to Fairmont. 

Mr. Jackson. That would be selling at delivery costs, wouldn’t it? 

Mr. Buatr. We would like you to give us that additional cost out 
of the loading station. 

Mr. Jackson. I am asking you what do you want figured in that 
cost? Do you want simply the cost per mile per vehicle or do you 
want cost per mile per vehicle plus labor costs plus handling costs? 

Mr. Buarr. If you can segregate it down into those categories that 
would be fine. 

Mr. Jackson. We can give you cost per mile. 

Mr. Buair. That would be fine, translated into— 

Mr. Jackson. Cents? 

Mr. Buarr. Cents per pound. 

Mr. Grean. Again I want to point out that you use the term “addi- 
tional cost” and that confuses me, because if the route ran right out of 
the plant, you would still have salesmen, truck, gasoline. 

r. Buarr. I don’t understand why it is so difficult. If you ended 
your operation at Uniontown, there would be the transportation cost 
of moving the bread from Pittsburgh to Uniontown. 

Mr. Grean. That is correct. 

Mr. Buair. Now, it did not end at Uniontown in this instance. You 
transported the bread an additional distance to communities in West 
Virginia. You incurred an additional cost of transporting the bread 
to hese communities from Uniontown into West Virginia. 

Mr. Grean. But we got additional volume to apply those costs 
against, so the costs from Uniontown of a route operation might not 
be substantially different than they would be—— 

Mr. Buarr. That would show up in your profit statement, sir, 
whether or not the additional volume obtained was more than ade- 
quate to offset the costs incurred. But there were costs incurred as 
a result of your decision to transport the bread out of Uniontown into 
West Virginia and we are asking what those additional costs were. 

Mr. Jackson. It doesn’t make any difference whether it goes into 
West Virginia or whether it stays in the State of Pennsylvania. 

Mr. Buair. That is correct. 

Mr. Jackson. I mean you have your route costs. 

Mr. Bua. That is precisely right. 

Mr. Jackson. So the route costs will be the same regardless of 
whether they operate in Uniontown or operate out of the bakery. 

Mr. Buarr. Precisely, and we want to iow what they are. 

Mr. Jackson. You want to know what our route costs are; is that it? 

Mr. Buarr. Broken down into as much detail as you can, sir, for a 
typical route area such as that indicated here in West Virginia cover- 
ing a distance of 20 to 40 miles. 

r. Cuumpris. Mr. Jackson, I have a question. I have noticed 


_ from some of these charts that the highest price seems to be from the 


major plant which comes from the major cities, whether it is Phila- 
delphia, New York, or Columbus, Ohio, or Pittsburgh or Cleveland. 
And as you go into the outlying areas—for instance, from Cleveland it 
is 17.2 and when you get to the outlying areas it goes down to 16.2 
and 16.4, and so forth. 
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It brings me to this question, and especially concerning what you 
stated as to what happened in Pittsfield and what Mr. Hug stated 
yesterday happens in the depressed areas in West Virginia. Besides 
the competitive factor, does the standard of living of the particular 
area that you go into have something to do with that depressed price? 
For instance, are the rents lower and are the salaries received by the 
worker lower than the salary that the same worker would get in a 
larger city and are the staple foods like milk and other foods that you 
would buy at the store lower? Do you have that information? Do 
you know? 

Mr. Jackson. I don’t have that information; no, sir. I would like 
to repeat, however, that in every one of these towns, whether it be 
Fairmont or whether it be Morgantown or whether it be Steubenville 
or Wheeling or where it might be, in every one of these towns there 
are independent bakers who have established this price for one reason 
or another, whether it is keeping it low to keep coimpetition out or 
whether it is a fair price based on their cost figures. 

But the fact remains that that price is not established in any of 
those localities by any baker coming in from the outside. It is estab- 
lished on a local condition and when we see fit to go into an area after 
the study has been made and we decide whether we can operate 1 
truck, 2 trucks, or 10 trucks in that area, we simply meet the price 
that is existing in that area for the price of bread, for a loaf of bread. 

Mr. Cuumprtis. Then these economic factors that I mentioned could 
well be the reason ? 

Mr. Jackson. They could well be the reasons for the independent 
establishing that price. 

Mr. Cuumpris. That’s right. If a worker cannot afford to pay 18 
cents that they are paying in Pittsburgh, or whatever they are paying 
in Pittsburgh, the most he can afford is 14 cents; the market is estab- 
lished at 14 cents as it was testified yesterday in the West Virginia 
area. 

Mr. Jackson. That could well be; sir. 

- Drxon. When did you say you moved into the West Virginia 
area 

Mr. Jackson. We have been in the West Virginia area, Fairmont, 
Morgantown, Wheeling, we have been in those areas for the last 30 
years, 30 or 40 years. 

Mr. Drxon. And when was that price of 14.1 cents established ? 

Mr. Jackson. I can’t answer that. 

Mr. Drxon. Has it been a considerable time to your recollection? 

Mr. Jackson. Yes, sir. 

roar Dixon. The cost of practically everything has risen since 
then 

Mr. Jackson. That’s right. 

Mr. Drxon. When you went into that area and there were these 
independents there, it is fair to assume, isn’t it, that they were enjoy- 
ing the major sales that were taking place in the area ? 

r. Jackson. That’s right. 

Mr. Drxon. When you came in there and you say you met that 

rice, if you sold bread, obviously you took customers away from the 
independent ? 
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Mr. Jackson. Yes; that is conceivable that we took it away from 
whoever was serving in the market, unless the market had grown, un- 
less the area had grown in population. 

Mr. Dixon. If you were the owner of an independent bakery in 
Fairmont, W. Va., and, say 4 or 5 years ago you had the price estab- 
lished of 14.1 cents for wislisain bea and a major chain came in 
and met your price and, we might say, took half of your volume 
~—- from you, what do you think would happen to you? 

r. JAckson. I don’t think first of all that coming into an area 
with one route or two routes is going to affect the independent, or at 
least it has been our experience that it has not affected the independent. 

The independent has a great pride in local market. He does a great 
deal of advertising and promotion. He has the hometown benefits, 
and in most cases, in almost every case that I have had any experi- 
ence with, sir, the independent has been able to take care of himself 
very handsomely. 

Mr. Drxon. Sir we hear that when this happens to the independent 
and he loses his volume, his costs go up. 

Mr. Jackson. Yes; if he loses volume his costs will go up the same 
as they will with us. 

Mr. Dixon. And we understand that he would like the price to go 
up but it doesn’t go up. 

Mr. Jackson. I have never heard that. 

Mr. Drxon. You have never heard that ? 

Mr. Jackson. No, sir. 

Mr. Dixon. In other words, you are waiting for the independent to 
raise the price? 

Mr. Jackson. That is about the size of it, waiting for the market 
price to change. 

Mr. Drxon. If you had an independent plant at Fairmont and you 
were baking only bread and you were trying to make a living and 
make a profit out of 14.1-cent bread, do you think you could make 
much profit ? 

Mr. Jackson. Of course, you are putting the emphasis, Mr. Dixon, 
on bread as such, and there isn’t a baker in existence today that isn’t 
making so many other varieties of things to offset these lower prices on 
bread, so to speak. 

Mr. Drxon. I understand you to say that 28 percent—— 

Mr. Jackson. Is soft cake. 

Mr. Dixon. Is other than bread ? 

Mr. Jackson. Is soft cake; 28 percent is soft cake which is different 
from bread products. 

But you have your brown and serves, your frankfurter rolls, your 
hamburger rolls, you have your English muffins, doughnuts, you have 
a million other varieties that we are carrying. 

Mr. Dixon. You have not tried to raise your price in that area your- 
self, as I understand it? 

Mr. Jackson. No, sir. 

Mr. Dixon. Dr. Blair, please put up the other charts. 

Mr. Buarr. The next two charts I will try to dispose of very rapidly, 
Mr. Chairman, because of the time situation. 

(Charts 4 and 5 referred to follow :) 
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Mr. Buatr. We do have a number of other points to cover. 

The first represents sales out of Ward’s Cleveland plant. It also 
shows sales out of Ward’s plant at Youngstown. The pattern here is 
relatively simple. The bread is baked at Cleveland where it is sold at 
a price of 17.2 cents. At each of the loading stations shown on the 
chart the price is lower than at Cleveland where the bread is baked. 

The bread is transported west from Cleveland to a loading station 
at Tiffin where the price is 16.4 cents. Another loading station is at 
Willard, a distance of 75 miles from Cleveland. There the price is 
16.4. It is also transported to Mansfield, a distance of 74 miles where 
it is again priced at 16.4 cents. 

It is shipped last to Ashtabula, where the price is even lower, 16 
cents. It is shipped to a loading station at Erie, Pa., which is 
100 miles from Clevellind. There there price is 15.2 cents or 2 cents 
below the price prevailing at Cleveland. As far as the Youngstown 
plant is concerned, the principal showing is shipments to Akron, 
Ohio, a distance of 47 miles. There, the price is 14.3 cents or more 
than a cent below the price at Youngstown of 15.6 cents, and inci- 
dentally nearly 3 cents below Ward’s price at Cleveland where no 
transportation costs are involved. 

From the loading station at Akron one route truck delivers bread 
to Canton, an additional 24 miles, where the price is 15.2 cents. 

The last chart relates to shipments from Ward’s Columbus, Ohio 
plant. At Columbus, the price is 16 cents. Bread is transported a 
distance of 78 miles to a loading station at Cambridge where the price 
is 15.2 cents. A route truck then transports the bread to various 
communities north of Cambridge—Newcomerstown, New Philadel- 
phia, Dover, and over at Coshocton. At each of these communities 
served out of the loading station at Cambridge the price is 14.8 cents 
or four-tenths of a cunt loa than at Cambridge. At the northern- 
most point of the route the distance is 47 miles from Cambridge, mak- 
ing a total distance of 78 plus 47 or 125 miles, with the result thus 
that 125 miles from Columbus the price at New Philadelphia is 1.2 
cents lower than where the bread is baked. That completes the charts. 

Mr. Cuumpris. Dr. Blair, on the previous chart the Akron price is 
14.3 cents. That comes out of the Youngstown plant and not the 
Cleveland plant, is that correct? 

Mr. Buarr. Akron comes out of Youngstown, yes, sir. 

Mr. Cuumpris. Which is 15.6 at Youngstown and 14.3 at Akron. 

Mr. Buarr. That’s right, sir. There are two plants shown. 

Mr. Cuumepris. In your chart? 

Mr. Briar. On that chart. 

Mr. Cuumpris. So the record will be clear it is not coming in from 
Cleveland. 

Mr. Buatr. Right, it does not come from Cleveland and the title 
should be corrected accordingly. 

Mr. Peck. Mr. Jackson, we find many of the outlying towns such 
as Coshocton and New Philadelphia with lower prices. On all of 
these charts there have been similar towns outlying from the major 
production city where the prices are lower. A while ago Mr. Grean 
mentioned the fact that much of this bread sold in those towns was 
additional production. Is it not the fact, sir, that much of the bread 
that is sold in those outlying towns at those lower prices is really 
marginal production which does not raise or add to your fixed cost 
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of production in any way, so that you can really afford to sell it at 
the lower price ? 


Perhaps Mr. Grean would know. 

Mr. Grean. In determining whether you go into a particular town, 
you look at your cost factors which include your volume factor, 
whether or not you have any lost time in the plant. 

If you find that you can produce a thing at. a reasonable profit and 
still meet the prevailing local price, you will decide to do that as good 
business to expand your volume. 

If the local price is as low and your plant production facilities are 
such that it will be unprofitable to do it, you wouldn’t do it. 

Mr. Peck. So that at a time your local manager, decides that he will 
go into one of these outlying towns, he would first determine what 
the prevailing price is and then see whether or not he can increase his 
plant production and include the sale of bread along with the sale of 
cake and other materials and deliver it to that distant point and still 
make a profit at the prevailing price. 

Mr. Grean. That is correct. It is just commonsense business. 

Mr. Peck. And isn’t it true, sir, that much of this is really addi- 
tional production which comes at no additional fixed cost and therefore 
perhaps at a lower cost ? 

Mr. Grean. That istrue. I would also like to point out that when 
you go into a market you don’t look just at the bread price, as Mr. 
Jackson has testified. 

You look at the total price structure of the total market. 

Mr. Peck. Mr. Jackson has made it very clear, I believe, that these 


outlying sales are overall operations including bread and other 
materials. 


Mr. Grean. Yes, sir. 

Senator Hart. May I ask if such is the case, why the price is not 
modified at the point of production also? 

Mr. Jackson. Because that is the cream of the bottle. I mean it is 
the cream of the bottle in production, and if you lowered your price 
on your total production, you automatically lower your profit. 

Senator Harr. Then is it true that the waune production with the 
technological facilities available to the large producer may not neces- 
sarily enable him to deliver a loaf cheaper than the smaller inde- 
pendent ? . 

I take it from these charts, unless all of these independents are 
about to go out of business or to turn to bankruptcy courts, that they 
are able to produce profitably at this lower price and yet you can’t. 

Mr. Jackson. I would assume that. I would assume that they can. 

Senator Hart. You would have no objection to that generalization ? 

Mr. Jackson. I don’t think so. 

Mr. Drxon. If I understand what the chairman has just asked you, 
in order to go down into these areas, these new areas that you referred 
to as the cream or the wherewithal to go with 

Mr. Jackson. It is overall production in the parent plant. 

Mr. Dixon. You have to make it in there areas in order to go 
elsewhere and lose it? 

Mr. Jackson. If you have got producing time where you are paying 
for time not woeked, and when you are working on a specific hourl 
basis, and you have got time to produce X number of loaves of bread, 
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it stands to reason that you can produce it, and that is what I term 
the cream. 

Mr. Dixon. Are you referring to the process of economic dumping 
that we hear so much about? 

Mr. Jackson. No. I read about that economic dumping, I don’t 

understand that. 
_ Mr. Drxon. What is the difference then if what you are saying here 
is that you enjoy sales at Cleveland that are returning you a profit, 
and you refer to that as the cream, and by running your plant a little 
bit more you say you are able to haul that bread great distances and 
sell it cheaper ? 

Mr. Jackson. We don’t sell it cheaper because we want to. Wesell 
it cheaper because we have to because of the market situation. 

Mr. Dixon. But how, then, is that adding to your profit? 

Mr. Jackson. From the sale of cake, from the sale of rolls, from the 
sale of miscellaneous products. 

Mr. Drxon. In other words, you are carrying your whole bread 
operation in these depressed areas for the sale of cake? 

Mr. Jackson. No; but what I am trying to say to you is we figure 
profit or loss on a route operation ; we figure it on the overall tonnage of 
that route. We don’t figure it on a pound loaf of bread. 

Mr. Dixon. Your principal business is to sell bread ; isn’t it, sir? 

Mr. Jackson. Our principal business is to sell baked goods. 

Mr. Drxon. That is made up of 70 percent of bread ? 

Mr. Jackson. That is made up of bread; it is made up of rolls. 
That will fluctuate according to the seasons. 

Mr. Drxon. Let’s find out just exactly what authority your plant 
managers have. Dr. Blair wants to ask a question. 

Mr. Buarr. Yes. Before we leave this question of costs, I think it 
would be important to clarify your response to the last question asked 
by Mr. Peck. Of course, costs, as we all recognize, are broken down 
into two types, direct costs and indirect costs, direct costs being prin- 
cipally labor, materials, which on a unit basis do not vary with output 
as compared to indirect costs which generally do vary. To take an 
illustration, if you had a plant with a production, say, of 30,000 pounds 
a day and it was selling all of that output within its immediate com- 
munity, the question of whether or not an extension of its operations 
into a distant community would reduce the unit costs of that plant by 
virtue of the additional volume resulting therefrom would have to 
revolve almost entirely upon the savings effected in the indirect costs. 
By producing more, you do not achieve any significant economies in 
your direct costs. ) | wae 

Mr. Jackson. Not if you are producing at capacity, which is your 
assumption I believe. : 

Mr. Buarr. Let’s say operate at a reasonable or typical rate of 


capacity. 

Mr. ; ackson. If you are baking at capacity, there is no justifiable 
reason for going into virgin territory or other ary ay yo 

Mr. Buar. Perhaps I am not making my point clear, Mr, Jackson. 
I will try again. 

Mr. Jackson. You used a theoretical—— 

Mr. Buatr. Mr. Chairman, I would like at this point to put into the 
record an analysis prepared for the subcommittee by the Department 
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of Agriculture of cost data submitted to the subcommittee by the four 
largest baking companies. These cost data have been aggregated and 
compared with a previous analysis based on cost data obtained from 
the same companies by the Senate Agriculture Committee. 

Senator Harr. It will be received. 

(The document referred to may be found on p. 6578.) 

_Mr. Buatr. These cost data show for the four largest baking compa- 
nies that in 1958 the total ingredient costs averaged 5.14 cents per 
= The total labor cost was 5.40 cents per pound, making a total 
abor and ingredient cost of 10.54. The industry wholesale price 
was 16.2. 

Now, by selling more loaves of bread you do not significantly reduce 
either the ingredient costs or the labor costs per unit, do you? 

Mr. Jackson. No. 

Mr. Buatr. You do? 

Mr. Jackson. I said “No.” 

Mr. Buarr. You do not? 

Mr. Jackson. I said “No.” 

Mr. Buatr. You do not. An additional loaf of bread requires an 
additional amount of ingredients. 

Mr. Jackson. That’s right. 

Mr. Buatr. So the area in which you can bring about economies as 
a result of securing additional] volume by entrance into a further mar- 
ket has to consist of costs other than labor and material. They repre- 
sent 4.6 cents of the total cost. Now, one of those types of costs does 
not seem to be susceptible to very much reduction o> virtue of the 
attaining of additional volume. 1 am referring to costs of packaging 
and wrapping, the average cost. of which represented 1.69 cents per 
pound. Each additional loaf of bread has to be wrapped. 

Mr. Jackson. That’s right. 

Mr. Buatr. Which, in turn, would reduce the area of possible econo- 
mies through additional volume to 3 cents. Now, some of the types 
of cost comprising this 3 cents might be reduced on a unit basis by 
the securing of additional volume, but others seem less susceptible. 
The principal cost components in this area of indirect costs are adver- 
tising and promotional expense. If you went into a new area, pre- 
sumably you would have to advertise and promote in that area, which 
would to some extent be an additional cost. There would be no addi- 
tional cost for your national advertising, but the advertising that you 
used in that particular area would be an additional cost. 

Are you agreeing, sir ? 

Mr. Jackson. Yes; I am going along with you. I am following 

ou. 
' Mr. Buarr. The nodding does not show in the transcript. 

Mr. Jackson. I am just following you; that is all. 

Mr. Buiair. All right, sir. 

Mr. Jackson. You are making the talk. 

Mr. Buarr. I am asking this in the form of questions. 

Mr. Jackson. Are you asking meas you go along? 

Mr. Buatr. Yes. 

Mr. Jackson. Or are you going to wait until your conclusion ? 

Mr. Buatr. My last question, to rephrase it again, is: Are there 
not certain advertising costs incident to your entry into a new area? 
35621—59—pt. 12——16 
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Mr. Jackson. In some cases, and in some cases not. There are 
many areas that we go into where we don’t spend a nickel of adver- 
tising. 

Mr. Buatr. Yes; but there are some where you do. 

Mr. Jackson. There are some larger markets where we do; yes. 

Mr. Buair. So advertising is not completely a cost which is reduced 
on a unit basis by. virtue of your entrance into another area. One of 
the other costs which I might mention that comprises part of this 
3 cents is delivery expense other than wages and salaries. Now, 
again, when you enter into a new area, you increase your delivery 
expense; am I correct ? 

Mr. Jackson. There is a delivery expense charged against the op- 
eration, sure, against that particular area that you are going into. 

Mr. Buair. As contrasted to not going into the area. 

Mr. Jackson. That’s right. 

Mr. Buarr. You have an additional delivery expense. 

Mr. Jackson. That’s right. 

Mr. Buatr. Without burdening this analysis any further, Mr. Chair- 
man, it would seem that out of a total industry price of 16.2 cents 
prevailing in 1958, the area in which reductions in cost could be 
achieved by virtue of additional volume secured through entrance into 
new areas is somewhere in the vicinity of 2 cents. That does not 
represent the reduction in cost but the entire area in which possible 
reductions in unit cost could be achieved as a result of the entry into 
new areas. 

It is the sum of the cost categories which are susceptible to some 
extent of reductions as a result of the securing of additional volume. 

Mr. Jackson. I would like to ask in the figuring of this cost per loaf 
of bread, you are taking only ingredients and labor costs? 

Mr. Buair. Oh, no, sir. 

This analysis includes all types of costs, all principal categories of 
cost, ingredients, 

Mr. Jackson. Fixed charges and everything else ? 

Mr. Buair. Packaging, and wrapping, delivery expense, wage val- 
ues, social security, depreciation allowances, taxes, and so forth. 

Some of these items such as presumably taxes and perhaps depreci- 
ation would be susceptible to a reduction on a per unit basis by the 
securing of additional volume. All I have been trying to do is to 
segregate out those types of costs which could possibly be reduced by 
the securing of additional volume as against those which could not. 

Mr, Jackson. I don’t believe there is any question in your mind, 
certainly there should not be, certainly there is no question in my mind 
that volume in any bakery plays a very prominent part in whether or 
not the operation is profitable or unprofitable. 

Without volume you are not going to make any money under today’s 
set of conditions. 

Mr. Buarr. The question here, sir, was the economies achieved in the 
securing of additional volume—— 

_ Mr. Jackson. But I want to go into the record that volume is an 

Bs ee part and you have got to have volume in order to operate. 

‘ don’t care whether you are in the shoe business or in the baking 
usiness, 
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Mr. Buair. These costs to which I refer reflect the actual volume of 
operations as they existed in 1958, whatever they were. 

Mr. Dixon. I think Dr. Blair’s point is that the volume appears to 
be sought by going to areas where, by virtue of meeting competition as 
you describe it, you sell your bread products at a lower price than 
where it is baked. 

(At this point, Senator Kefauver returned to the hearing room.) 

Mr. Jackson. Yes, but I go back, Mr. Dixon, to the fact that we do 
not establish those prices. In Erie, Pa., where the price is depressed, 
and it is depressed, there is no question about it, the Ward Baking 
Co. has no bearing or has no part, has played no part in keeping that 
price or in having that price at that level. 

Mr. Dtxon. You have made that point. 

Mr. Jackson. Now we have been in Erie for a great many years. 
We are not newcomers to any of those markets. As I told you I am 
100 years old. I am nota hundred years old, the company’s 100 years 
old, and we have been in all of these areas for a great many years, both 
out of the Pittsburgh unit, when other bakeries did not exist, so that 
those market prices have been established over the years by people 
who have seen fit to go into those markets and build or operate adbeiies. 

Mr. Drxon. Does it just happen that the markets we are talking 
about are particular markets where you do not lead but where you 
meet price competition ? 

Mr. Jackson. Well, I think it is a question of whether you lead or 
whether you follow. I think it isa hairline decision. 

Mr. Dixon. On the question of setting the price, what authority do 
your plant managers have? 

Mr. Jackson. In his mind and in our minds he has to be competi- 
tive, whether it is in his bakery market or whether it is in a foreign 
market, so to speak. 

That is number one. 

He must be competitive. Now he costs his varieties out. That is 
his prerogative at the local level. ‘They have their own varieties costs 
and they make out their own. They set their own wholesale price as 
to what it has to be in order to arrive at the kind of a profit that he 
wants to arrive at. 

Mr. Drxon. Can he change a price without coming back to the New 
York office ? 

Mr. Jackson. He can’t set a price until we have approved it. 

Mr. Dixon. What are the mechanics of that? Does he ask for per- 
mission ? 

Mr. Jackson. He sends his variety costs in to us and we check it. 
We determine the market that he is going into. We determine what 
the marketing price is for a similar product, and if we can produce it 
and be competitive to a profit we go ahead. 

Mr. Drxon. Mr. Chairman, from information secured from Ward 
Baking Co., we have selected at random correspondence pertaining to 
the question of granting discounts or establishment of prices. _ 

(The correspondence referred to may be found in its entirety on 

. 6620. 
7 Mr. Pisin The first series that we have selected has to do with 
the Metropolitan New York market. We secured a copy of a letter 
dated February 19, 1958, addressed to Mr. A. J. Davis, of the Safe- 
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way Stores, Jersey City, N.J., from Mr. E. D. Sidders, regional 
manager of Ward. 
It is as follows: 


Dear Mr. Davis: As per your request by telephone we are attaching herewith 
a list of our cake varieties along with the wholesale prices and suggested re- 
tail prices. Also included is a list of our bread varieties, with similar informa- 
tion. 

We are also submitting with these price lists a sample of all cake varieties, as 
well as only three samples of our most popular bread varieties. 

During my last visit with you, I referred back to your letter of May 13, 1957, 
at which time you forwarded to us a questionnaire covering any cash or quantity 
discount plan we may have had in operation. At that time I presented to you 
our promotional allowance contract which your legal department rejected. 

During the intervening time, upon the advice of our legal counsel and the 
Federal Trade Commission, we had discontinued this promotional allowance 
program as of December 28, 1957. 


Let me ask at that point in the letter, Was the discontinuance of 
that plan the result of any complaint the Federal Trade Commission 
might have filed against the company ? 

Mr. Jackson. They had a desist order, and this continuance was 
prior to any cease and desist order. 

Mr. Drxon. But there was a complaint issued against you? 

Mr. Jackson. That is correct. 

Mr. Drxon. I will continue. [Reading:] 


At the time your firm rejected our promotional allowance contract, you ad- 
vised me we were not competitive in this market. We have found this situation 
to be as you stated, from our other chain accounts. 

As of December 29, 1957, we adopted a policy of giving 5 percent discount 
on all bread and cake purchases wherever we must meet a competitive situa- 
tion. 

Effective as of this date, with your permission we would like to adopt this 
program with your organization. This is the same manner in which we do 
business with Grand Union, Daitch-Shopwell, and all other chains that we serv- 
ice in the metropolitan area. 

We would be very happy to give you any further information on this plan 
and trust that it would meet with your approval. 

Many thanks for your present and future business. 


It is signed by Mr. Sidders. 

That was February 19, 1958. On February 27 the Safeway Stores, 
in answer to this letter from Mr. Sidders, and signed by Mr. A. J. 
Davis, answered as follows: 


This refers to yours of February 9 in which you quoted us on your cake line. 

In this letter you referred to your discount plan, which you use to meet com- 
petitive situations. 

As this will have to be forwarded to our legal department for clearance, I 
would appreciate your writing me in quadruplicate outlining the plan, advising 
the conditions under which it is granted, and to save additional correspond- 
ence, I know they will want to know approximately how many of your cus- 
tomers are receiving this discount, and approximately what percentage of your 
total business is done with companies who receive this discount. 

This information is necessary, as the company simply will not accept dis- 
counts that seem to be aimed specifically at a few large accounts. 

Please give me full information and I will forward it on for their opinion. 


That is signed by Mr. Davis. __ 

Mr. Sidders answered Mr. Davis on March 8 and the letter is as 
follows: 

In reply to your letter of February 27, may I advise you our discount plan 


is very simple. A 5-percent discount is paid on the total volume of bread and 
cake delivered to your stores by our driver salesmen. 
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This discount can be deducted from the monthly statement to you, or we can 
forward you a check in the amount of the 5-percent discount. May we have 
your instructions on which method you prefer? 

Due to competitive situations, we now have 25 chain accounts with 495 out- 
lets participating in this plan. We also have 854 independent outlets participat- 
ing in this plan. Approximately 29.6 percent of our weekly business is done 
with customers participating under this discount arrangement. 

We trust that the above information is adequate. If not, please let us know. 

Many thanks— 


and so forth. 


On March 5, 1958, Mr. Davis replied to Ward Baking Co., atten- 
tion Mr. Sidders: 


This refers to yours of March 3 relative to your 5-percent discount plan. 

You state that the 25 chain accounts and 854 independent outlets constitute 
approximately 29.6 percent of your weekly business. 

This would indicate that for some reason some of your accounts do not 
receive the discount. 

The question now is, What are the requirements to qualify for the discount? 

Inasmuch as the discount is not given to all your customers, we will need to 
know if it is offered to all your customers, and the requirements to qualify. 

As soon as I receive this information, I will pass it on to our legal department 
for their approval. 


That letter is answered by Mr. A. M. Grean, Jr., vice president, to 
the attention of Mr. Davis, dated March 17, 1958, as follows: 


GENTLEMEN : In reply to the inquiry in the fifth paragraph of your letter of 
March 5, the 5-percent discount is a lower price made where we are satisfied that 
it is necessary to make such lower price in order to get or hold business because 
competitors have already made equally low prices. This was the situation in 
the case of the accounts referred to in your letter, aside from any other con- 
siderations. We can assure you that it is our policy at all times to comply with 
all applicable legal requirements. 

I trust this gives you the information requested. 


Then on March 31, 1958, Mr. Davis answered the company, attention 
Mr. Grean: 


GENTLEMEN : This refers to your letter of March 17 relative to your 5-percent 
discount plan. 


Our legal department has approved this, making it satisfactory for us to 
accept. 


Will you please advise me the mechanics of handling this discount. In other 
words, how do we receive it and when. 


A note is penciled on the bottom : 


Check will be forwarded each 4-week period. First check April 5 will cover 
14 weeks’ sales— 
and so forth. 

From that correspondence, Mr. Grean—I see that you have signed 
some of it—it is pretty plain that Ward Baking Co. offered this to 
Safeway. Safeway did not ask for it. No one had offered it to Safe- 
way. Isn’t that clear, sir? f 

Mr. Grean. No; I do not agree with that at all. 

Mr. Dixon. How do you understand it then? 

Mr. Grean. I think that correspondence indicates that the Safe- 
way Stores first solicited us with respect to our cake business. We 
called on them. We found out that in order to obtain the cake business 
it was necessary, as in any other business, to give a discount to meet 
competitive conditions. 

r. Drxon. You said yourself in your letter of March 17, which 
you signed, that— 
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In reply to the inquiry in the fifth paragraph of your letter of March 5, the 5- 
percent discount is a lower price made where we are satisfied that it is necessary 
to make such lower prices in order to get or hold business. 

Mr. Grean. Yes, of course. 

Mr. Dixon. You were trying to obtain an account here? 

Mr. Grean. I think that every baker is trying to obtain an account, 
and when you go to obtain an account and you find out that you are 
not authorized to serve a store because competitors of yours are giving 
a discount, that you are legally permitted to meet that situation in 
order to get and maintain your business. eed 

Mr. Drxon. But your competitor in this case was not giving it to 
Safeway. You were first here. This correspondence indicates you 
were the first one. You were after this account, and you were offer- 
ing this to them. 

Mr. Grean. That is not the first time Safeway was doing business 
in New York or the first time that they were buying bakery products 
or the first time they were having dealings with other bakers. 

Mr. Dixon. We will put it this way. The fact is clear, isn’t it, 
that Safeway did not solicit this discount ? 

sate Grean. Safeway—I don’t know exactly what you mean by 
that. 

The Safeway people contacted us with respect to serving them and 
we had been contacting them as is our practice. Every baker is 
soliciting the chainstores practically from week to week, and other 
customers from week to week. You run into a situation where the 
particular customer said, “Well, I am interested in your products but 
I can get X percent from somebody else so why should I buy yours?” 

You are in a position where you have to meet that. 

Mr. Drxon. The correspondence indicates to me, sir, that they re- 
sisted it until you were able to convince their legal department that 
this was something that you were giving to competitors and that 
made them think that they were entitled to it. 

Mr. Grean. I don’t see how you can say that Safeway resisted it. 

Mr. Jackson. May I answer that, Mr. Dixon? 

Mr. Drxon. Yes, sir. 

Mr. Jackson. Because I think there is a little confusion between 
you and Mr. Grean. What Safeway actually received was the pro- 
motional allowance that we had in effect in the metropolitan area of 
New York prior to the time that the Federal Trade complained, issued 
their complaint, and it was that they refused to take because that was 
based on sales per store, and every store had to qualify as an individ- 

ual rather than the overall, 

It was based on purchases of $50 a week or sales of $50 a week per 
store. 

Mr. Drxon. It is pretty plain that the promotional plan had been 
under discussion. But in the first letter from Mr. Sidders, dated 
February 19, there is contained in the fifth paragraph this sentence: 


As of December 29, 1957, we adopted a policy of giving 5-percent discount on 
all bread and.cake purchases wherever we must meet a competitive situation. 


That is what you are telling this company and you say: 


Effective as of this date, with your permission we would Jike to adopt this 
program with your organization. 
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Mr. Jackson. That’s right. We would have to have their per- 
mission before we could sell them. That is the headquarters—— 

Mr. Drxon. You had to have their permission for them to accept 
this discount ? 

Mr. Jackson. That’s right. 

Mr. Dixon. Before you could sell them ? 

Mr. Jackson. But that does not mean that he was not getting— 
Safeway organization was not getting discount from the competition 
that was servicing their stores, and we offered to them prior to our 
discontinuance of the promotional allowance which was not satis- 
factory to them. They wanted the 5 percent discount that they were 
receiving met by us if we were to service their stores. 

Mr. Dixon. Mr. Chairman, I think the correspondence speaks for 
itself. I won’t labor the point. I will go on to another instance. 

Senator Harr, Does the record contain the correspondence in full? 

Mr. Drxon. Yes, sir. I would like to have all of it made a part of 
the record. 

Senator Harr. Without objection it will be made a part of the 
record. 

(The correspondence referred to may be found on p. 6275.) 

Mr., Dixon. Mr. Chairman, we also secured from the company a 
series of letters dealing with Grand Union Stores. On February 25, 
1959, Mr. Frank L. Salemi, manager, Ward Baking Co., addressed 
a letter to the Grand Union Stores, East Paterson, N.J. 

For the sake of time I will only read the relevant paragraph : 

We are enclosing two statements covering weeks ending February 14 and 
February 21; however, if this is not in accordance with your standard procedure, 
or if you need additional forms for your accounting office, we shall be happy to 
comply with your requirements. Please note on both statements enclosed we 
have deducted a 5-percent promotional allowance on all items sold in your store 
with the exception of the fresh baked bread. This bread is billed to you at a 
net price of 11.6 cents per loaf. 

In answer to that letter Mr. McDermott of the auditing department 
of Grand Union under date of March 24, 1959, answered as follows 
to the attention of the office manager of Ward: , 

We are now receiving bills from you covering merchandise delivered to our 


store No. 501 and I note that you are allowing a 5-percent discount on your bill, 
of $6.09, dated February 28. 


We are unable to apply this credit and I am requesting information as to 
what you are allowing the 5 percent quantity discount on. 
Kindly advise accordingly. 


_ On March 26 that letter was answered and the pertinent paragraph 
is as follows: 


The discount of $6.09 represents 5 percent of $121.85. This is the amount 
of merchandise sold to you at our regular prices. There is no discount given 
on the fresh bake bread we make for you since this is priced at a net of 11.6 
cents per loaf. We trust this will clear this matter for you. 

Again we have here a situation where you obviously just gave this 
discount to Grand Union Stores, isn’t that correct? 

Mr. Jackson. No, that is not correct. 

Mr. Dixon. In their letter to you, their auditing department didn’t 
even know what it was for. 

Mr. Jackson. They may not. have known how they arrived at it 
but their auditing department is certainly familiar with the relation- 
ship between the Ward Baking Co. and the Grand Union Stores. 
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Mr. Dixon. The auditing department said: 


We are unable to apply this credit and I am requesting information as to 
what you are allowing the 5-percent quantity discount on. 

Mr. Grean. That might have been just a detail as to what store or 
what products and so forth. 

— Jackson. It states in there what store but it is a bookkeeping 
problem. 

Mr. Drxon. Store 501 in Sarasota, Fla., is referred to. 

I will pass on to another example. 

From the material that you submitted to us we noticed an adver- 
tising contract, between your company and National Food Stores, 
Inc. The form appears to be one that is used by National Food 
Stores. According to the contract, you agreed to pay for eight pro- 
motions at $610 each for a total of $4,880. 

I note a calendar schedule on this contract which is headed “Check 
schedule for week desired.” There are no checks marked in the avail- 
able boxes. I also read this in the contract : 

Company is offered 1 week’s promotion on Ward products as indicated in the 
above schedule including the following media and services. 

This is followed by a typewritten line: “Items to be selected later”. 
Opposite item No. 4—“Store display—are three boxes, labeled “full 
end,” “dump”, and “other.” In this contract, “other” is checked. For 
item No. 5, “mat,” with boxes for “yes” and “no,” “no” is checked. 
At the bottom is a line saying, “send evidence of sales promotion and 
advertising service to,” and it is blank. 

Could you tell us exactly what sort of promotional services you 
paid nearly $5,000 for and what was the duration of this contract? 

(At this point, Senator Hart left the hearing room. ) 

Mr. Jackson. In effect, it is nothing more than a discount, to meet 
competition. 

Mr. Drxon. Then this is just a method of giving them a discount. 
Whose competition were you meeting ? 

Mr. Jackson. All competition. 

Mr. Dixon. Can you point your finger at some one, some corpora- 
tion, some bakery ? 

Mr. Jackson. I would say anybody that is serving them. 

Mr. Dixon. That isa large number of people. 

Mr. Jackson. Yes. 

Mr. Drxon. We would like to know whose competition you were 
meeting. How did you find out you were meeting them ? 

Mr. Jackson. By contact with them. 

Senator Keravver. Do I understand by this that you mailed checks 
back to them by way of a discount ? 

Mr. Jackson. It is done in one of two different ways, Senator. The 
checks can be mailed back in the form of discount or it can be de- 
nt from their weekly or monthly statement, whichever the case 
may be. 

Santen Keravuver. It seems to have been done in this case by mail- 
ing a check back which does not appear on the invoice or the record. 
Is that a practice in dealing with some of these chainstores? 

Mr. Jackson. The practice is to send them checks. That is the gen- 
eral practice. But as has been testified there by certain correspondence 
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that Mr. Dixon has, that they have deducted it from some of their 
statements. 

Senator Kerauver. Why would there be a practice of mailing checks 
back rather than just deducting the amount on the invoice? 

Mr. Jackson. It is all contingent upon the organization that you 
are doing business with as to how they want the discount paid, whether 
they want a check from us periodically or whether they want it de- 
ducted from their weekly statement. 

Senator Keravver. Is it a practice that only pertains to the larger 
chainstores ? 

Mr. Jackson. No; it is a practice that is in existence with not only 
chainstores but also larger supermarket operations, and in a good many 
cases with small independents depending upon the quantity of mer- 
chandise that they purchase and sell, and in every case, it is so to 
meet competition. 

or gel Keravver. That is really just money back under the table; 
isn’t it? 

Mr. Jackson. No; it is not under the table. 

Senator Keravver. It must be sent back separately by check rather 
than deducted from the invoice for some reason. They don’t want 
it to show up or you don’t want it to show up or somebody wants to 
keep it a secret. 

Mr. Grean. It is not under the table, sir. The checks were made 
out with regular vouchers and it is largely to coincide with the ac- 
—e and bookkeeping requirements of the customer. They may 
get weekly statements from us but they might want periodically every 
month a check for their own accounting and bookkeeping reasons. 

There is nothing concealed. It is on our books and on their books. 

Mr. Drxon. In the particular instance we are talking about, there 
is a promotional allowance for approximately $5,000. Mr. Jackson 
says this is just another way of giving a discount. 

n other words, is this an ordinary practice to give some of your 
customers a discount in the form of a promotional allowance? 

Mr. Jackson. Unfortunately, as I stated earlier in the testimony, 
we had what we called a promotional advertising allowance, which 
was disallowed, and was discontinued. But the name “promotional” 
is a misnomer, so to speak, because in the final analysis it is nothing 
more than a discount. 

Mr. Drxon. This contract is plain. The National Stores are not 
required to do anything other than to accept this amount as a pro- 
motion. 

Mr. Jackson. That’s right. 

Mr. Dixon. It is that plain, isn’t it? 

Mr. Jackson. That’s right. 

Senator Keravver. If an advertising allowance is disallowed, this 
is more flagrant than an advertising allowance. How do you think 
this is justified ? 

Mr. Jackson. We feel that we are legally within our rights to meet 
competition, Senator, and when we were asked to discontinue or told 
to discontinue our promotional allowances by the Federal Trade, we 
did discontinue them. But then we had to turn around and meet 
= Otherwise, our business would have been seriously 
affected. 
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Senator Keravuver. In the case of an advertising allowance, I as- 
sume some of that may have been used for advertising. But in this 
case, so far as I can see, the chainstore just puts it in their pocket. 

Mr. Jackson. It isa discount. No matter which way you look at it, 
it is a discount. 

Senator Kerauver. That is pretty rough on the little independent 
who does not get it; isn’t it? 

Mr. Jackson. Yes. 

Senator Krrauver. That sounds to me like a mighty bad practice. 
I don’t see how little independents can very well survive with large 
competitors getting a discount when they don’t get it. 

Mr. Dixon. You don’t have to do this to meet competition with the 
little independents, do you? 

Mr. Jackson. There are some independents getting it in the New 
York area. 

Senator Krerauver. There are but a few of those. 

Mr. Jackson. I wouldn’t think so. 

Senator Kerauver. You say you only give this 5-percent discount 
plan to 29 percent of your business ? 

Mr. Jackson. Yes. 

Senator Kerauver. Twenty-nine percent is certainly not even half 
of it. 

Mr. Jackson. It isa pretty good percentage. 

Senator Krrauver. You were stopped by the Federal Trade Com- 
mission under your advertising plan, were you not ? 

Mr. Jackson. Yes. ; 

Mr. Dixon. So then you turned to this plan of just giving pro- 
motional allowances ? 

Mr. Jackson. No, 

Mr. Grean. I would like to answer that. The Federal Trade Com- 
mission matter is a separate proceeding which has been disposed of, 
and I think the record over there speaks for itself. Briefly it involved 
advertising allowances which we have discontinued. And anything 
we do now is a discount to meet competition. 

Mr. Dixon. In other words, you changed from advertising allow- 
ances to discounts to meet competition. 

Mr. Grean. We have not changed. I mean even in the past we 
gave on occasion discounts to meet competition where we felt it was 
necessary to do so, and legally proper to do so. 

Mr. Dixon. But now you only give this in the name of meeting 
competition. 

Mr. Grean. Any discounts we give now are either to meet competi- 
tion or whether we possibly might work out cost justification, but it is 
not necessary to get to that because we find in given situations that 
we cannot maintain our position with some customers unless we meet 
the same discounts that they are getting from other people. 

Mr. Drxon. We have heard these discounts and these payments 
referred to as “aboveboard” and “under the table” discounts, and by 
various other names. Is that coming from the pressure from the 
customer ? 

Mr. Grean. I would say it was pressure from the customer because 


we would like to get the price we can on our product. I believe 
I am correct on that. 
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Mr. Jackson. That is the answer. 

Mr. Drxon. If you desire to sell to Grand Union Stores or National 
Food Stores, you either give them $5,000 or you don’t get the business? 

Mr. Jackson. You give them 5 percent or you don’t get the business. 

Mr. Dixon. In this instance you gave National Food Stores $4,880 
and called it promotion. 

Mr. Jackson. I think that was in the vicinity of 3 percent if the 
information I have is correct, based on their sales. 

Mr. Dixon. Why in that instance did you dress it up and call it a 
promotional allowance? Is that the way they wanted it? 

Mr. Jackson. That isthe way they wanted it. 

Senator Kerauver. Do all of these big chains demand and receive 
special discounts similar to this ? 

Mr. Jackson. To the best of my knowledge, sir, there are not many, 
if any bakers selling chains without discounts. 

Senator Keravuver. And that is all justified under the meeting com- 
petition section of the Robinson-Patman Act? 

Mr. Jackson. Yes, sir. 

Mr. Grean. Yes. That is the primary reason, Senator. We could 
go into the question of cost justification but we have never had to get 
to that point. 

Senator Keravuver. You haven’t gotten down to that point? 

Mr. Grean. That is correct. 

Senator Kerauver. Do you think you could defend these discounts 
as cost justifications? Have you made any studies to see whether 
you could? 

Mr. Grean. We haven’t made any precise studies that I could make 
available to you; no. 

Senator Krrauver. So you don’t know whether it would be possible 
or not? 

Mr. Grean. No. I don’t know because we haven't looked into it. 
We have had the situation where you have to meet them on the basis 
of competition, and that’s as far as we have had to go. 

Senator Kerauver. What is going to happen to the food industry 
with this situation prevailing? The big fellow is getting special 
treatment and the little fellow is not. Mr. Jackson, you have been 
in this a long time. 

Mr. Jackson. I don’t know just how to answer the question, Senator. 
I am in full accord that it is a situation that must be straightened 
out along the line. How we are going to straighten it out is a dif- 
ferent answer. 

Senator Keravver. Would you and the other baking companies 
really like to get this sort of thing behind you? It is not a very 
healthy situation. 

Mr. Jackson. There are two schools of thought on that. Perhaps 
I ought to give you my own thought on it and not try to speak for 
the others, because I don’t know just how they feel. But it has 
always been my contention that a store that is buying, say, $500 
worth of merchandise within a week’s time off a given terr itorial 
route, and is in a position to sell that merchandise and not hand a 


great deal of it back to you as unsold, perhaps is entitled to some 
consideration. 
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Senator Kerauver. They could get some consideration under the 
provisions of the Robinson-Patman Act for justified differentials on 
savings in cost and better merchandise and qo orders. 

Wouldn’t you like to get it back on that basis rather than just 
giving these discounts whether they are cost justified or not? 

Mr. Jackson. Noquestion about it. Yes, sir. 

Senator Kerauver. Do you think the other bakers would agree with 

ou? 
% Mr. Jackson. I haven’t any idea, sir. 

Senator Keravver. But that is your opinion? 

Mr. Jackson. Yes, sir. 

Mr. Dixon. Mr. Chairman, we have another form letter which also 
ought to be made a part of the record. This one is entitled “Promo- 
tional and Display Contract.” Itis dated July 18, 1958, between Ward 
Baking Co., and the oe Co., with the signature of the accepting 
agent for Kroger. Without reading this contract, the only per- 
formance that is referred to here is “In consideration of your coopera- 
tion.” There is nothing at all specific. There is no indication of how 
much cooperation they expect or anything else. It is just for “coop- 
eration.” It says that your company, Ward, will send Kroger a check 
every 5 weeks for 3 percent of the Kroger purchases during that 
period. That is called “Promotional and Display Contract.” 

(The document referred to may be found on p. 6623.) 

Mr. Jackson. That again is a misnomer and it is a discount. 

Senator Kreravver. You are very frank about it, Mr. Jackson, which 
is refreshing. 


Mr. Drxon. The only cooperation that was necessary here was that 
they purchase your product, I assume. 

Mr. Jackson. Give us space. 

Mr. Dixon. With reference to your private label bread—— 

Mr. Jackson. Before you ge on, Mr. Dixon, was that St. Louis? 


Mr. Drxon. Yes, it was addressed to the Kroger Co. at St. Louis. 

Mr. Jackson. The St. Louis market is very much disturbed, and 
practically everybody was getting a discount in some form amounting 
to about 3 percent. 

Mr. Dixon. Do you know who gave that 3 percent first ? 

Mr. Jackson. No. 

Mr. Drxon. Do you know who did in any case? 

Mr. Jackson. No. 

Mr. Drxon. All you know is you were told to do it in order to get 
the business? 

Mr. Jackson. Not to get the business—the right to put bread on 
consignment into their stores. 

Mr. Dixon. With respect to your private-label bread baked for 
chainstores, we selected a document dated January 8, 1959, headed 
“Executive Office,” under which are the names, E. D. Sidders, eastern 
regional manager, A. W. Schultz, central regional manager, E. A. 
McLaughlin. It is signed by E. A. McLaughlin. 

The first sibapousle vel as follows: 

Effective Monday, January 12, 1959, the Grand Union Stores Co. will receive 


from us a 20-percent profit margin on all Freshbake and Nancy Lynn products 
that we manufacture for them. 
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Does that mean that they are guaranteed a 20-percent profit margin ? 

Mr. Jackson. Yes, that is their markup. 

Mr. Dixon. That is a percentage of the selling price, isn’t it, their 
markup that they must be guaranteed ? 

Mr. Jackson. I say it is guaranteed; yes. It is a method of fixing 
their wholesale price. 

Mr. Dixon. Do you make 20-percent profit on your sales? 

Mr. Jackson. That is against the retail, sir. 

Senator Kzrauver. How do you effectuate this guarantee? They 
buy at 15 cents a pound; 20 percent of that would be 3 cents. How do 
you police it? How do you effectuate it? 

Mr. Jackson. It is not difficult to police. The primary purpose of 
the private label bread for Grand Union is to put them in a position 
to compete with other chains that have their own producing facilities. 
Grand Union does not operate any bakeries. 

Senator Keravver. This means that the retail price for which they 
are going to sell that bread must guarantee them 20-percent profit ? 

Mr. Jackson. Yes, markup. 

Senator Keravuver. Theneiore your price to them must be 20 percent 
under that. 

Mr. Grean. I think there is a little misunderstanding. We don’t 
guarantee them anything, as I recall it. This is a method of fixing 
the price. The prevailing chainstore price in New York, for example, 
is 17 cents. Our wholesale price to Grand Union is 20 percent of 17. 

Mr. Dixon. The letter says very plainly: 

Effective Monday, January 12, 1959, the Grand Union Stores Co. will receive 
from us a 20-percent profit margin on all Freshbake and Nancy Lynn products 
that we manufacture for them. Therefore, effective Monday, all your salespeople 
will bill Grand Union 13.6 cents per loaf for Freshbake bread in all 17-cent 
retail areas. 

Mr. Jackson. That’s right. 

Mr. Drxon. It is very plain that that is the 20-percent difference 
between the two. 

Mr. Grean. That is the 20-percent margin that the Grand Union 
works on. 

Mr. Buatr. That’s right. 

Mr. Grean. We are not guaranteeing a profit. If they don’t sell 
any bread they won’t have any profit. 

Mr. Buarr. Mr. Jackson, doesn’t that mean that you are supplying 
Grand Union with bread under an arrangement in which the price at 
which bread is sold by Grand Union is a matter of indifference to 
them? ‘They are guaranteed a profit margin? 

Mr. Jackson. No, they are not guaranteed a profit margin. 

Mr. Bratr. That is very clear what this letter says. It seems to 
me to imply——— 

Mr. Jackson. I can’t help what the letter states. The arrange- 
ment with Grand Union is that we keep them competitive with the 
major chains that have their own production facilities. 

Mr. Brair. That is exactly what I am saying. ’ 

Mr. Jackson. Now then, if the prevailing chainstore price in & 
given area is 17 cents, our wholesale to them is 17 less 20. 

That has nothing to do with their profit. 

Mr. Buatr. No; that is not the point. 
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ag Jackson. That is their markup from the retail to their whole- 
sale. 

I am not guaranteeing them a thing except to keep them competi- 
tive with the chainstores. 

Mr. Dixon. What you are saying is that whatever the retail price 
is, you will sell it to them at 80 percent of that price? 

Mr. Jackson. That’s right. 

Senator Kerauver. Now we have got it clear. 

Mr. Buarre. Then to them the retail price is a matter of indifference, 
because no matter what the retail price is that they charge, they are 
going to be supplied by you—— 

Mr. Jackson. They get the same markup regardless of what chain- 
store—— 

Mr. Buarr. Regardless of the market ? 

Mr. Jackson. That is right. 

Mr. Buatr. Therefore, they could conceivably reduce greatly the 
— of the private label bread baked by you for Grand Union 

elow the price of your own bread sold by Grand Union without in 
any way interfering with their profit margin. 

Mr. J ackson. No. If they sold it below the prevailing chainstore 
price, they would be violating any agreement or understanding we 
have. 

Mr. Buarr. But if they reduce the retail price they reduce the pre- 
vailing chainstore price ? 

Mr. Jackson. Yes; they could do that. 

Mr. Buatr. And they can continue to reduce their price ad infini- 
tum, and thus reduce the prevailing chainstore price, without incur- 
ring any loss, and thus you are supplying—— 

Mr. Jackson. Their profit margin would be less all the time. 

Mr. Buarr. In cents but not percentage. 

Mr. Jackson. That’s right. 

Mr. Buarr. And they might make that up by an increase in volume 
as you pointed out before. Thus, you are supplying a competitor of 
yourself, namely, Grand Union, under an arrangement by which they 
can cut the price far below the price at which your own bread is sold 
out of Grand Union stores. 

Mr. Jackson. It sells below it now. 

Mr. Buatr. In other words, you are in effect subsidizing competi- 
tion against yourself ? 

Senator Keravver. I thinkitisclear. Mr. Jackson said that, what- 
ever the retail price is, the price would be 20 percent under that. 

Mr. Jackson. That is right. 

Mr. Drxon. Do the chainstores always sell at your suggested retail 

rice? 

" Mr. Jackson. The chainstores? Our regular price bread or private 
label ? 

Mr. Drxon. The private label bread. 

Mr. Jackson. Chainstore bread generally sells at about the same 
price in all markets, 

Mr. Drxon. Do you suggest the price to them ? 

Mr. Jackson. No. 

Mr. Drxon. Do you sell your company bread to Grand Union? 
Mr. Jackson. We certainly do. 
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Mr. Dixon. So you have Grand Union selling bread you make for 
them under private label in competition with bread that bears your 
label ? 

Mr. Jackson. That is right. 

Mr. Buarr. Mr. Chairman, the significance of this point, of course, 
bears upon the argument presented by the representatives of the Con- 
tinental and General Baking Cos. concerning the severity of the 
competition they have encountered from chainstores. 

Here we have a situation in which not only is one of the major 
bakers the supplier of private label bread for a chainstore but it is 
supplying the Teend under an arrangement by which the chainstore 
cannot lose money no matter how low it reduces the price. 

Mr. Grean. Senator, I would like to clarify that statement. 

Senator Keravver. All right, Mr. Grean. 

Mr. Grean. I think it is misleading. In the first place, the chain- 
store price of bread is established not by one chain; it is established 
by the chains in the market in competition among themselves—the 
A. & P., Safeway, First National, whoever it may be—and at any 
given time in the market there is a chainstore price established by 
the chainsore bakers that own their own bakeries and manufacture 
their own bread. 

In phrasing our price to the Grand Union, therefore, we are not 
setting the chainstore price. All we are saying is that “taking the 
existing prevailing chainstore price, we will sell to you under a for- 
mula which gives you the traditional 20-percent markup that any 
— shoots for,” whether it is a little “papa and mama” store or a 
chain. 

That is the standard markup that they charge. But, if the Grand 
Union reduces their price below, the standard chainstore price, that 
a not mean that we would go ahead with this arrangement with 
them, 

This is a week-to-week arrangement. That is something that we 
would not do as a matter of good business. And I must impress on 
you the fact that this is merely another way of stating the price to 
Grand Union. 

We could have said 13.6. Instead of that, it is expressed in the 
term of a markdown. The chainstore price, though, I must stress, is 
established by the chainstores that have their own bakeries and pro- 
duce their own bread. 

Senator Keravuver. Anything else? 

Mr. Drxon. We have been trying to determine who is the price 
leader in these certain areas. When General Baking Co. was here, 
and Mr. Hug was testifying, we referred to two price increases that 
had been made in 1958. One was in. Philadelphia and one was in 
New York. We asked Mr. Hug whose price General was meeting. 
In both instances, he said Ward. In both instances, Ward was a 
minor factor in the market area. In Philadelphia your plant was 
at Newark, which is 83 miles away. In the New York area, I believe, 
you had something like one thd of the capacity of General. Is it 
true that you did lead, that you were the first to make this price 
announcement ? 

Mr. Jackson. Yes; we lead the market. 
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Mr. Buatr. Mr. Chairman, I would like to submit for the record a 
tabulation showing among the eight 1 baking companies those 
instances in which Ward was the price leader between September 1, 
1952, and September 1, 1958, in those cities in which Ward has plants. 

Ward was the price leader in the majority of instances in which 
price changes took place in these nine cities. There were during this 
period three price changes reported by the companies in Boston; Ward — 
was the leader in two. There were two price increases in Chicago; 
Ward was the leader in two. There were four price increases in 
Cleveland; Ward was the leader in two. There were four in Colum- 
bus; Ward was the leader in three, and so on. 

I would like this submitted for the record. 

Senator Keravuver. That will be made a part of the record. 

(The table referred to follows:) 


Number of occasions on (which Ward led price changes, selected cities, 
Sept. 1, 1952, to Sept. 1, 1958 
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1 Includes 1 instance in which Ward raised prices on same day as Continental. 
3 Not included is price increase by Ward alone on Nov. 22, 1955, which served to bring Ward’s price per 
pound to same level as Continental’s, 

§ Includes 1 instance in which Ward raised prices on same day as Continental. 

4 Includes 1 instance in which Ward, American, and Southern raised prices on same day. 

§ Includes 1 instance in which Ward and Continental raised prices on same day and 1 in which Ward 
and General raised on same day. 
¢ On all 3 occasions, Ward and Southern movéd simultaneously. 


Source: Companies’ replies to subcommittee questionnaire, 


Mr. Buatr. Mr. Chairman, I would also like to have another tabu- 
lation presented. 

Senator Kerauver. Let’s see if Mr. Jackson has any comment 
about this. 

Mr. Buarr. This other one goes right with it. Could the two be 
presented at the same time, sir? 

Senator Keravver. Very well. 

Mr. Buatr. This additional tabulation shows the production ca- 
aed in those cities of Ward, Continental, American, Interstate, and 

outhern, which were those of the eight major companies which had 
plants at one or more of these different cities. 

Of those of the eight which were in Chicago, Ward had 16 percent 
of the capacity, of those of the eight which were in Columbus, it had 
29 percent. The figure for Detroit was 19.3 percent; for New York 
City, 8.7 percent; for Jacksonville, 43 percent; and microscopic per- 
centages in Cleveland and Tampa. 

What this table thus shows is that in most of these cities in which 
Ward was usually the price leader, Ward was a relatively small pro- 
ducer. In other words, we have here a situation analogous to the 
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AlanWood-United States Steel Corp. pricing —_— except here 
the price increases instituted by the small producer stuck. 

Senator Keravuver. Let this be made a part of the record. 

(The table referred to follows :) 


Bread: Plant capacity of firms competitive with Ward in selected cities where 
Ward was involved in price changes 


[Capacity in pounds per shift] 





Ward {Continental} General | American ‘| Interstate | Southern 


a | a ff es 


Ps <ictinnsbiniiancncheaticedabae (4) 42, 000 WEL ONS Inasciacsesnen binackeamsiaanceheniah 
BE inbsededchcctecdsanasas 36, TEETED Ueaadtdcadeeh ssanesidaad 

Es nttcsidhacustpsciaieade Si; EE Detinnamebnnie LSE Eco cnnsindclekdsdnecctbebaen 

EE ee 31, 200 46, 500 26, 000 34, 044 

SE sbi ddidudanbonkeebess 39, 000 39, 750 38, 000 124, 400 

MEE cdcasknniakeiond OE Cictacntaanateicesanceidnas 34, 640 

PE MOU ccecatinngdeabbaike 40, 800 4128, 250 4131, 000 § 208, 560 

PN Dcisisnninns cassia (PT, os icbienipeaien’ SRO Beicdcncunadlcvadsa cuca beadlaiai 
DSc dachniniiqguntaniguaaund 29, 296 





1 Hourly capacity converted to 8-hour basis. 

3 Ward has had no plant here since July 1958; ships in from Springfield, Mass. 
3 Bronx, Brocklyn, Jamaica (3 plants). 

4 Bronx, Brooklyn. 

$126th 8t., Brooklyn, Long Island City (3 plants). 

* Ward has no plant here; ships in from Newark, N.J. 

Senator Keravuver. Mr. Jackson, how do you explain the fact that 
with a little plant in Newark, N.J.—— 

Mr. Jackson. That is a thing I want to clear up, because I sat back 
in the gallery when they were talking about the Newark-Philadelphia 
situation. 

Senator Keravver. All right, sir. 

Mr. Jackson. And they kept referring to our Newark plant as a 
small little bakery with a small capacity, and, while I was insulted, 
there wasn’t much I could do about it back there because we have one 
of our largest bakeries in Newark. And the figures that were ban- 
tered around—a 40,000-loaf capacity is based on white bread only and 
is based on one shift; 40,000 loaves of pan white bread can be pro- 
duced in one shift at the Newark plant. If you multiply that by 
three shifts you have got 120,000 loaves of bread that can be pro- 
duced daily out of the Newark bakery. 

Dr. Buarm. Then General, of course, would also have to be multi- 
plied likewise? 

Mr. Jackson. I don’t know. You referred to our capacity yester- 
day as being 40,000 loaves in the Newark bakery. 

De Buarr. All of the companies reported on a one-shift basis. 

Senator Kerauver. Even so, General had several times over what 
you had. 

Mr. Jackson. That’s right. 

Senator Krravuver. And they were in Philadelphia and you were 
80 miles away. How could you be the price leader under those 
circumstances ? 

Mr. Jackson. I can be a price leader in any market that I deter- 
mine I need a better price. 

It is just a question of whether, when I raise my prices, whether 
they stick or whether they don’t and as the record indicates, I have 
raised prices in a good many markets first. I will continue to raise 
them until we get these costs under control, because I just don’t see 
35621—59—pt. 12——17 


6286 ADMINISTERED PRICES 


where all of these additional costs are coming from, if we don’t get 
it back on product price. 

When I look at the costs of my company in fringes and welfare, 
in pensions and a constant round of labor increases year in and year 
out for the last 11 years, we have had no stop on it, and I don’t know 
where the money is going to come from if we don’t do something 
about our product price. 

Now I admit it is an insidious cycle. 

Senator Krerauver. With a small percentage of the bread produc- 
tion in Philadelphia, you raised the price and it stuck and the others 
followed. The same thing was true in New York. How about these 
little places a good many miles from Pittsburgh where you were 
selling at around 14 cents? Have you tried to raise the prices there? 

Mr. Jackson. No; I have not but I would certainly be in favor of 
price raising. 

Senator Krerauver. I just wonder why you haven't. 

Mr. Jackson. Because as was testified here yesterday by Mr. Hug 
of the General Baking Co., you can’t raise the price alone, and unless 
everybody follows or unless somebody indicates that they must get a 
better price, and we are all working under the same set of costs, and 
our ingredient costs are all pretty much standard and our labor con- 
tracts are negotiated together, so our labor costs can’t be very far 
apart, it gets down to the efficiency of your plant operation. 

I am willing to testify that perhaps our operations generally speak- 
ing are not as efficient as some of the others, but they are rapidly being 
brought into that efficiency. 

Senator Kerauver. Do you have a pretty good idea when you raise 
a price that the others are going to follow in the big areas? 

Mr. Jackson. I wouldn’t say that we have a pretty good idea. It is 
a calculated risk and it is a calculated business risk. 

Mr. Buarr. Could you present, Mr. Jackson, a listing of those in- 
stances in which any of the other major eight baking companies have 
not followed your price increase in the last 7 years, say from 1952 to 
date ? 

Mr. Jackson. No—— 

Mr. Buatr. This tabulation which we have put in the record shows 
the instances in which you have made price increases in the cities in 
which you have plants. 

I wonder if you could either cite now or would you prepare and 
submit for the record 

Mr. Jackson. I don’t think it would be possible. 

Mr. Buatr. A listing of instances in which any of the other major 
eight baking companies have not followed your price increases? 

Mr. Jackson. The only specific case which I can give which eventu- 
ally resulted in a price raise was in the Philadelphia case where Con- 
tinental did not follow for a period of several weeks. I don’t recall 
how long it was, but they did not follow. 

Mr. Drxon. I think it was 3 days. 

Mr. Jackson. In Philadelphia? 

Senator Keravver. In all other instances the others have come up 
to your price right away ? 

Mr. Jackson. In most cases; yes. 

Senator Krerauver. Anything else? 
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Mr. Drxon. That is all I have, Mr. Chairman. 

Senator Kerauver. Mr. Chumbris? 

Mr. Cuumpris. I have no further questions. 

Senator Kerauver. Mr. Peck? 

Mr. Peck. Mr. Jackson, do you believe that most buyers of bread 
think that all bread is about alike, that bread is bread, that one brand 
is as good as another ? 

Mr. Jackson. I think generally speaking unless you get into the 
premium-priced loaves of bread. 

Mr. Prox. And would that possibly explain why the price must 
be about the same for all nonspecialty bread ? 

Mr. Jackson. Yes, but it has been my experience in Philadelphia 
again and in one or two other markets where those that have not 
raised, the grocer has taken advantage of the fact that one baker has 
raised and he immediately adjusts his retail prices to the new price, 
and so he makes more money, the salesman makes more money com- 
missionwise and everybody makes money except the baker. 

Mr. Peck. You have referred to increased costs. We know that 
the price of flour has dropped somewhat. What are those other in- 
creased costs to which you refer ? 

Mr. Jackson. Well, it is almost general down the list. Everybody 
knows that the general freight rates have gone up. It costs you more 
to get your flour to your bakery. Gasoline prices have gone up, 
everybody knows that tire prices have gone up. 

Everybody knows that we are paying double for the price of a truck 
today than we paid 10 years ago. 

Mr. Peck. Do you buy most of your raw materials f.o.b. point of 
manufacture ? 

Mr. Jackson. Yes. 

Mr. Peck. Or production ? 

Mr. Jackson. F.o.b. bakery. 

Mr. Peck. Do you buy most of your products, your ingredients 


such as flour and milk, sugar, whatever else you use, do you buy them 
f.o.b. point of production or are they 


Mr. Jackson. Point of shipment, yes. 

Mr. Precx. Do you find that your delivery costs have increased 
sharply ? 

Mr. Jackson. Yes, sir; they have. 

Mr. Pecx. Have they increased along with distribution costs? 

Mr. Jackson. It is the same thing. 

Mr. Peck. Are there any other costs in addition to those which you 
have heard previous witnesses mention which you think ought to go 
into the record ? 

Mr. Jackson. I would like to lay emphasis on our own company 
situation of our total health and welfare and pension contributions 
in 1958 amounted to $1,902,000 and they were zero in 1947, 

Now where is that money going to come from ? 

Mr. Pecx. Do you consider those as fringe benefits, sir? 

Mr. Jackson. I think they were a very definite expense. 

Mr. Peck. What. percentage of the payroll would you consider 
fringe benefits to be in addition to the payroll itself ? 

Mr. Grean. Twenty-five percent. 
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Mr. Pecx. Twenty-five percent in addition to your straight payroll 
would be employee fringe benefits ? 


ou. 

Senator Keravver. Mr. Jackson and Mr. Grean, we thank you for 
coming and being with us. Tomorrow morning at 10 o’clock in this 
hearing room we will hear Mr. Frazor Edmondson, vice chairman of 
the board of Campbell Taggart Baking Co. 

We stand in recess until 10 o’clock tomorrow. 

(Whereu > at 12:25 p.m., the hearing was recessed, to reconvene 
at 10 a.m., Thursday, J wt 2, 1959. ) 
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THURSDAY, JULY 2, 1959 
U.S. Senate, 


SUBCOMMITTEE ON ANTITRUST AND Monopoty, 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess at 10:05 a.m., room 312, 
Senate Office Building, Senator Estes Kefauver presiding. 

Present : Senators Kefauver (chairman) and Hart. 

Also present: Paul Rand Dixon, counsel and staff director; Peter 
N. Chumbris, counsel for minority ; Theodore T. Peck, special counsel 
for minority; Philip R. Layton, assistant counsel; Thomas C. Wil- 
liams, attorney; John M. Blair, chief economist ; Walter S. Measday, 
aoe Paul S. Green, editorial director; and Gladys E. Montier, 
clerk. 

Senator Krravuver. The committee will come to order. Our wit- 
ness this morning is Mr. Frazor Edmondson from Dallas, Tex. He 
appears here as a vice president and general counsel of the Campbell 

aggart Associated Bakeries, Inc. 

Mr. Epmonpson. Yes, sir. 

Senator Kerauver. Mr. Edmondson originally comes from Mem- 
phis, Tenn. He attended college a little before the counsel of this 
committee, Mr. Dixon, did, at Vanderbilt University. 

Mr. Epmonpson. I’m sorry to say quite a long time before, Senator. 

Senator Keravuver. We are glad to have a witness with this Ten- 
hessee connection. 

Mr. Edmondson, will you proceed, sir? 


STATEMENT OF FRAZOR T. EDMONDSON, VICE PRESIDENT AND 
GENERAL COUNSEL, CAMPBELL TAGGART ASSOCIATED BAKER- 
TES, INC. 


Mr. Epmonnson. Yes, sir. Mr. Chairman, members of the commit- 
tee and staf_—my name is Frazor Edmondson. I’m from Dallas, Tex. 
and appear before you this morning as a representative of Campbell 
Taggart Associated Bakeries, Inc. 

ith the chairman’s indulgence I would like to depart a little bit 
from this written statement. Since I have had the opportunity of 
being here for 2 days listening to the witnesses that have preceded 
me, I can see some of the things that I have said here may not be in 
order—for example, I don’t think the committee is a bit interested in 
my definition of administered prices and I certainly don’t want to get 
into an argument on that subject with these learned gentlemen. 
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Senator Kerauver. All your statement will be printed and you han- 
dle it as you wish, Mr. Edmondson. , . ; 

Mr. Epmonpson. I think the first thing of importance is to give a 
little background of the Campbell Taggart setup and how we do 
business. : . : 

At this point and before going further into the subject of prices, 
perhaps the committee should be given a brief description of our 
organization. ; b 

ampbell Taggart Associated Bakeries, Inc., is what might be 
called and shou 7 be called a service and holding company. It isa 
holding company in that it owns a majority of the stock in subsidiary 
companies which operate bakeries in 67 different cities, located in 22 
States. It is a service company in that it renders services of various 
types to those bakeries—such as purchasing, sales and advertising, 
production, engineering, accounting, laboratory, and research. 

I might add in that respect that it is quite similar in the servicin 
features to Mr. George Graf’s organization, QBA, as I understan 
the way it functions. 

Each bakery in our group is separately incorporated (except in 
some instances where there may be a multiple operation, i.e., one com- 
pany owning two or three bakeries within one corporate entity). 

Each company has its own president who is the operating head. 
In many, if not most, instances he will also be the second largest stock- 
holder in that company. This man wil be the one who exercises the 
top authority on all managerial decisions to be made for his bakery. 
He will, naturally, avail himself of the services of the members of his 
own management staff and those of members of the Campbell Taggart 
office in arriving at decisions he may have to make from time to time. 
It is this man upon whom the ultimate responsibility rests for the 
results obtained by his bakery under our method. 

Mr. Cuvumeris. In your next sentence you say “getting back to prices 
again.” Itseems to me you have omitted from your statement perhaps 
what is the heart of this investigation, that is, administered prices as 
it affects the bread industry. 

Mr. Epmonpson. Well, sir, do you want me to go back ? 

Mr. Cuumpris. That has not been discussed by the other witnesses 
in the sense that you have stated it in the first two pages. 

Mr. Epmonpson. All right, sir, if I may, then. I thought that 
possibly the most vital point to get before the committee was the 
a of our particular operation; but if I may, then, I will go 

ack—— 

Senator Kerauver. All right, Mr. Edmondson. 

Mr. Epmonpson. The invitation we received to testify before the 
committee stated that the subject to be discussed would be “admin- 
istered prices,” and, naturally, it is assumed that our part in the dis- 
cussion will focus on what pricing practices within our own organ- 
ization might fall into such a category. 

Before going directly to that point, it might be in order to give 
definition to the term “administered prices,” as we understand it, so 
that what is hereafter said will be properly backgrounded and framed 
in the context in which we intend to use it. 

By “administered prices,” as used for the purposes of this hearing, 
we assume a system of pricing set up and employed by a central 
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agency, say, a company’s headquarters, whereby prices of whatever 
product may be involved, bread in our case, are set for operating units 
throughout a system and, from time to time, changed by that central 
agency for economic or competitive reasons. 

With that definition in mind, we can now become specific from the 
standpoint of our own organization. We do not believe that we have 
any administered prices whatsoever. We further do not believe that 
they can be said to exist insofar as the baking business as an industry 
is concerned, although we do not claim any detailed knowledge of the 
pricing procedures of our competition. 

By making such a statement, I do not intend to infer that as im- 
portant a question as pricing is not discussed between the operators of 
our bakeries and members of the Campbell Taggart staff in Dallas. 

We certainly don’t operate in a vacuum. One of the services ren- 
dered to the bakeries in our group, for example, is cost accounting. 

From periodical reports coming into that department from the 
plants, continuing studies are made to determine the break-even 
points as well as they can be on the varieties of products being man- 
ufactured. From these studies the operating heads of the local com- 
panies can decide which may be profitable and which may not. 

I am speaking of varieties there. 

That is where I picked up about the nature of our organization. 
Shall I read all of this, sir? I don’t want to take up the commit- 
tee’s time. 

Senator Keravver. It is very brief. 

Mr. Epmonpson. All right, sir. 

Now going back to prices again—one of the most important man- 
agerial functions is setting the prices to be charged for the products 
manufactured. It’s trite to say it but true—this basic decision de- 
termines whether any business succeeds or falls. First, and this is 
where we in Campbell Taggart do help from the cost-accounting an- 
gle, the break-even point must be known. In addition, there are many 
other and varied elements to be considered, such as market conditions, 
competition, and product selectivity. 

Since it has already been pointed out and demonstrated several 
times during the course of these hearings that the baking business is 
highly competitive and localized in nature, I merely refer to that as 
a premise to stating the resulting fact that determining prices must 
of necessity be done at a local level. 

In our group of bakeries this is definitely the procedure. In that 
respect, as in most others, the individual bakery can be said to be an 
autonomous operation. 

No one in the Campbell Taggart office could or would instruct a 
price change in any plant in our group. That is strictly a plant-head 
prerogative and so considered by all involved. 

Another topic upon which we respectfully submit a comment, but 
will not pursue to the extent of imposing upon the committee’s time, 
is that of monopoly. It is extremely difficult for us to imagine any 
company or group of companies in the baking industry exercising such 
control of a market as to be considered a monopoly, when it has al- 
ways been true that the ultimate consumer of its products, the house- 
wife herself, can become a competitor any time she wants to take the 
trouble to use her own oven. 
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The number of bakeries of all types has already been put into the 
record and emphasis laid on the increasing importance of the bakeries 
operated by our good customers, the chain stores, 7 

Any member of the industry, were one inclined to try it, would find 
it practically impossible to achieve a monopoly in the face of such 
competition. 

There are undoubtedly some questions to be gone into regarding 
the data we were called upon to furnish by way of documentation. I 
hope to be able to answer most of them but should I be unable to do 
so at this time, with the committee’s indulgence, the required informa- 
tion will be obtained and furnished later. 

Now I am afraid Dr. Blair will have quite a few questions that I 
won’t be able to answer because of our type of operation. I mean 
some of the questions that Mr. Arnold Jackson answered yesterday 
I don’t believe could be answered by any one in the Campbell Taggart 
office and Mr. Madsen would be included in that, because we just 
don’t get that far into the details. And, by the way, I do want to 
take this opportunity to express my appreciation for the considera- 
tion extended Mr. Madsen, our president. 

He would like to have been here had circumstances not prevented 
it. Those circumstances I explained to Dr. Blair. While I won’t 
make as competent a witness as he would, I will do my best. 

Senator Keravuver. Thank you very much, Mr. Edmondson. I 
know you are acquainted with the facts of your business. One or 
two preliminary questions: The Campbell Taggert Associated 
Bakeries, Inc., is incorporated in what State? 

Mr. Epmonpson. Delaware. 

Senator Keravuver. And the principal office is at Dallas, Tex. ? 

Mr. Epmonpson. Yes, sir. 

Senator Kerauver. As I understand it, the Campbell Taggart As- 
sociated Bakeries, Inc., is largely a holding company; is that correct? 

Mr. Epmonpson. Yes, sir; it is a holding company but, of course, 
its service activities are quite extensive and we maintain service de- 
partments—well, I named them in here—engineering department, 
purchasing department, sales and advertising, cost accounting, audit- 
ing. We have a laboratory. We have a research division. All of 
those activities are carried on in that central office. 

Senator Keravuver. You operate some bakeries directly ? 

Mr. Epmonnpson. No, sir. 

Senator Kerauver. Wholly owned? 

Mr. Epmonpson. Well, sir, we do have some wholly owned sub- 
sidiaries, but we operate no bakery as such under the name of Camp- 
— Taggart Associated Bakeries. It does not operate a single 

akery. 

Senator Kerauver. You don’t have any brand name for the whole 
operation ? 

Mr. Epmonpson. Yes, sir; we have some names that are used in 
common, and, of course, it always pays to have as few of those as pos- 
sible because you get your advertising and your wrappers and every- 
thing on a more uniform basis. 

Senator Keravuver. What are those names? 

Mr. Epmonpson. Colonial and Rainbo; and then we have two 
house-to-house bakeries, the one in Dallas and the one in Kansas 
City. They operate under the name of Manor. 
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Senator Keravver. In how many bakeries do you own stock, or have 
an interest in and direct? 

Mr. Epmonpson. We own better than a majority of the stock in 
every company affiliated with us, Mr. Chairman. 

Senator Keravuver. How many is that ? 

Mr. Dixon. Sixty-seven. 

Mr. Epmonpson. No; there are not quite 67 companies. There are 
67 bakeries. We have one bakery for example in Atlanta, Ga., which 
owns and operates bakeries in Atlanta and Macon. Memphis owns a 
bakery in Jackson, Tenn., too. We don’t have more than 3 bakeries 
under 1 corporate entity but we do have that many, so when I say 
67 bakeries shots are not quite that many corporations. 

Senator Kerauver. What was your gross amount of sales last year? 

Mr. EpmMonpson. 162,434,608, to be exact, sir. 

Senator Kreravver. I believe that puts you third in the list of larger 
companies ? 

Mr. Epmonpson. Just about, sir, I believe, yes. 
oe Keravuver. Continental, General, Campbell Taggart, and 

ard. 

Mr. Epmonpson. We are pretty close to American as I remember 
in sales, but I believe—— 

Senator Kerauver. American ? 

Mr. Epmonpson. We have sort of been seesawing back and forth. 

Senator Keravver. All right, Mr. Dixon, will you proceed ? 

Mr. Cuumpris. On this history of the bakery, may I bring out a 
point? Mr. Edmondson, how did you begin your holding-company 
activities? Whostarted it and how far back ? 

Mr. Epmonpson. Four gentlemen started in Kansas City, Mo., about 
1925, sir. That was Mr. Win Campbell, now dima Mr. I. E. 
Madsen, Mr. J. W. Carence, and Mr. C. J. Patterson. 

Mr. CHumeris. Did each of them have a bakery of their own ? 

Mr. Epmonpson. No, sir; they did not. In fact they started out 
as a service company and, since Mr. Graf has already testified, I can 
refer to his testimony when I say service company. ‘They started out 
with a former company that would service bakeries. The first bakery 
was the one at Kansas City, the second at Little Rock, and the thing 
sort of evolved. Yousee, Mr. Campbell, Mr. Win Campbell, originally 
owned the Campbell Baking Co., which was incorporated into what 
is now Continental Baking Co. some time back. This was before my 
time, it is even that far back, when the Wards, you know, were putting 
quite a few of these bakeries together. That was about 1925. Our 
company charter, as I recall, was issued in 1927. That is Campbell 
Taggart Associated Bakeries, Inc., as we know it today. 

Mr. Cuumpris. What I am directing this at, Was this sort of a 
movement to bring a group of independents together under a holding 
company operation ? 

Mr. Epmonpson. In a sense, yes, sir, because the original plan—and 
we follow it as nearly as we can today—was that this would be an 
operation where the central company would own say better than 50 
percent of the stock, but that the plant operator or the president of 
that company would have a substantial interest—in fact 22.5 percent 
was supposed to be the minimum. We don’t adhere to that any more— 
what the plant operator would have. In other words, that would give 
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him his ownership in the bricks so to speak. That has been a concept 
that we have always placed quite a bit of value on. We think it gives 
added incentive to each individual and, probably, even though it is 
subconscious, makes him a better operator. 

Mr. Cuumpris. I have just one more question on this matter. You 
have 67 bakeries ? 

Mr. Epmonpson. Yes, sir. 

Mr. Cuumeris. All of them are not different companies though, as 
T understand it; is that right ? 

Mr. Epmonpson. They are all separately incorporated in that none 
of them are operated under the name of Campbell Taggart Associated 
Bakeries. 

Mr. Cuumertis. How many of the people who run those different 
bakeries have stock in other bakeries ? 

Mr. Epmonpson. Very few. 

Mr. Cuumpris. Very few? 

Mr. Epmonpson. Yes, sir. 

Mr. Cuumerts. But they do have an interest in every bakery but the 
individual bakery itself has very little interest in another bakery; 
is that correct ? 

Mr. Epmonpson. The head of a bakery might have some Campbell 
Taggart stock. 

He might have bought it. It is traded in a limited way in the 
over-the-counter market in Dallas. But that operator focuses on his 
bakery and in fact we encourage the idea that the ownership of stocks 
be confined morg or less to that bakery. 

I don’t think there would be more than three or four instances, if 
that many, where one plant head might own a share of stock in 
another bakery in the group. 

Mr. Cuumeris. So the owner or the person who operates a bakery 
in Saginaw, Mich., would have no interest in the one down in Waco, 
Tex. ? 

Mr. Epmonpson. No, sir. 7 

Mr. Cuumerts. But you would have an interest in both ? 

Mr. Epmonpson. Yes, sir. 

Mr. Cuumprts. So therefore your operations are different than 
Ward’s or Continental or General Baking? 

Mr. Epmonpson. Yes, sir, in that respect. 

Mr. Cuumpris. Thank you. 

Mr. Drxon. Mr. Edmondson, you say you own the controlling 
interest in all these companies ? 

Mr. Epmonpson. Yes, sir. 

Mr. Dixon. Do you therefore exercise the right to name the di- 
rectors in these companies? 

Mr. Epmonpson. Well, I think, Mr. Dixon, that would necessarily 
follow because, of course, the directors are elected by the stockholders. 
“Yes,” the answer to that question would be. 

Mr. Drxon. In how many of them do you have common directors? 

Mr. Epmonpson. I would hesitate to say. We don’t have too many 
except in the cases of myself and another man in Dallas, Walt Lyman. 
I am secretary and he is assistant secretary of all these companies for 
administrative purposes. Sometimes we go on these boards just to 


lug a hole where maybe a man has gotten sick or he has died or he 
1as resigned. 
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Mr. Drxon. Will you send us the names of the directors of these 
various companies? 

Mr. Epmonpson. Yes, sir. That is of each subsidiary. 

Mr. Dixon. Of each one of these subsidiaries as well as the directors 
of the Campbell Taggart Co. ? 

Mr. Epmonpson. Yes, sir. They are listed on the back of our annual 
reports. 

X At this point in the proceedings, Senator Hart entered the hearing 
room. 

a Keravver. If you will send us this information, we will put 
it in the record. 

(The list referred to may be found on p. 6655.) 

Mr. Drxon. Mr. Chairman, I think we will make better progress if 
we let Dr. Blair put a chart into the record. 

Senator Harr. You have a purchasing department. Do you pur- 
chase materials in large quantities and then you resell to these 
bakeries ? 

Mr. Epmonpson. No, Senator Hart, it is not done quite that way. 
We do, I would say, a majority of the purchasing for our bakeries in 
Dallas. However, they do some locally. I mean it is not a hard and 
fast rule. When we order from companies, we buy as a purchasing 
agent for our bakeries, and the shipments are made direct to the 
bakeries and the bakeries are billed for them. 

Now there may be some exceptions to that procedure in some in- 
stances. Well, for example, equipment—if we get a bill for an oven 
we might pay that bill and rebill the bakery. But the setup—in fact, 
we have many times in the past had to explain to some of our sup- 
pliers because of the requirements of the Robinson-Patman Act that 
we are a purchasing agent and therefore not in a position to take a 
jobber’s discount or anything of that sort. I believe that that is what 
the Senator had in mind. 

Senator Kerauver. Mr. Peck, do you have a question ? 

Mr. Peck. Yes. Mr. Edmondson, each one of these corporations 
which you and your assistant serve as directors is owned by you 
to the extent of more than 50 percent of the stock; is that your state- 
ment, sir? 

Mr. Epmonnson. Yes, sir; they all are. 

Mr. Peck. One further question, sir. You say more than 50 percent 
of the stock. Usually what percent of the stock would it be? 

Mr. Epmonpson. Well, Mr. Peck, actually there is no rule on that. 
It runs as low as 50.5 percent particularly in some of these older bak- 
eries where we have a very substantial minority stockholding, up to 
100 percent in some bakeries we recently have acquired. 

Now those are about the only ones we own 100 percent. 

Mr. Peck. I notice, sir, that in Illinois you have four bakeries, one 
in Peoria, one in Joliet, one in Aurora, and one in Rockford. Do you 
happen to remember, sir, what percentage of the stock in those bak- 
erles you own ? 

Mr. Epmonpson. I’m sorry, sir, but I can certainly furnish that 
information. 

Mr. Peck. Could you tell me, sir, do you own as much as 66 percent ? 

Mr. Epmonnson. I don’t believe in those companies; no, sir. 
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Mr. Peck. In that event, sir, your company would not be able to 
sell those bakeries without the assistance and voting help of the 
other stockholders. 

Mr. Epmonpson. I believe you have a requirement of 6624 percent. 

Mr. Peck. Yes, sir. 

Mr. Epmonpson. In that State I don’t think we could; no, sir. 

Mr. Pecs. Are there any other instances in addition to those in 
Illinois where the Campbell Taggart organization would require the 
assistance of other stockholders in order to dispose of a company? 

Mr. Epmonpson. Mr. Peck, I don’t have that intimate a knowledge 
of the laws of all those States. Of course, most of our companies are 
Delaware corporations, with some exceptions, however—we have some 
Indiana corporations, we have an Ohio corporation, we have a Texas 
corporation. I am sure though that there must be some instances 
where that question could certainly arise. We have a sufficient minor- 
ity interest in many of these bakeries where they have definitely to 
be considered in terms of management and everything else. 

Mr. Peck. It certainly bears upon the degree of control that you 
have. Is it then your statement that Campbell Taggart’s policy is to 
purchase a bare minimum of control if possible ? 

Mr. Epmonpson. No, sir, not necessarily. I would say that we don’t 
have any rule or general policy. For example, we might buy out, 
as often happens, a family bakery. 

Possibly that family is very interested in continuing its interest 
in that bakery. We might in that instance just buy a majority of 
the stock or buy the assets and let them subscribe for a large bloc in 
the minority because they wanted to continue to be, and in fact some 
of them are, the management. 

Then there are other instances where the stockhelders prefer @ com- 
plete sellout, you see. In other words, we really don’t have what 
you might call an established pattern. 

We have no pattern of acquisition for that matter. Since the last 
acquisition, the last major one, we had a gap of 5 years. 

enator Kerauver. All right, Mr. Blair. 

Mr. Buarr. Mr. Chairman, we just have one chart for Campbell 
Taggart. The chart is what we refer to as the plant map rather 
than the route map. 

Senator Keravver. That will be marked “Exhibit 1.” 
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(The chart referred to follows :) 
CAMPBELL TAGGART ASSOCIATED BAKERIES 
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Mr. Buarr. We have prepared no route maps for Campbell Taggart 
for the reason that the type of pricing practice which they illustrate 
has already been illustrated, perhaps sufficiently, in the course of the 
hearings involving the other major bread companies. 

Moreover, it appears that Campbell Taggart has less variation in 
prices out of its loading stations than is true of some of the other 
major baking companies. Perhaps, however, this merely reflects the 
fact that within the general areas in which it operates it appears to 
have a greater number of plants and thus less need to vary its prices 
to meet the competitive situations prevailing in particular outlying 
communities. 

There is quite a contrast, for example, in that regard between Camp- 
bell Taggart and Ward. 

Insofar as the prices prevailing at the company’s plants are con- 
cerned, again there is a widespread variation of prices at plants lo- 
cated within a fairly close proximity of each other. 
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To take a few illustrations, and again may I say that these are 
wholesale prices as of September 1958. At Peoria, Ill., Campbell 
Taggart’s price is 14.9 cents a pound. At Joliet, Ill. its price is 16 
cents a pound, or a difference of 1.1 cent. At St. Louis, Mo., the price 
is 16 cents. At Little Rock, Ark., it is 16.8 cents. At Springfield, 
Mo., it is 14.6 cents, or a difference between Little Rock and Spring- 
field of 2.2 cents. 

Moving farther to the West, in Iowa, Campbell Tagart has plants 
at Des Moines and Cedar Rapids. Its price at Cedar Rapids is 16 
cents. Its price at Des Moines is 12 cents, a difference of no less than 
4centsa pound. You will recall that when a very similar pricing pat- 
tern prevailing in Iowa was presented to Mr. Laughlin of Conti- 
nental, he referred to Iowa as a catastrophe. 

Then moving to Nebraska and Kansas, Campbell Taggart’s price 
at Wichita, Kans., is 16.7 cents. Its price at Hutchinson, Kans., is 
13.4 cents. Its price at Emporia, Kans., is 13 cents, and at Grand 
Island, Nebr., is 11.9, or 4.8 cents lower than at Wichita. 

In the State of Tennessee, Campbell Taggart has a number of plants. 
Its price at Jackson, Tenn., is 14.4 cents and at Nashville, 16, or a dif- 
ference of 1.6 cents. At Chattanooga Campbell Taggart’s price is 15.1, 
or between its prices at Jackson and Nashville, and at Memphis it is 
14.9. 

In Georgia Campbell Taggart has a number of plants. In Atlanta 
its — is 14.8, but in Augusta it is 15.8, or a difference of 1.5 cents 
a pound. 

Moving on to some other comparisons, in Macon, Ga., the price is 
15.5. At Alabama it is 16.5 or a difference of 1 cent a pound. In 
Mississippi the price prevailing at Jackson is 15.4. Campbell Taggart 
also has a plant at Eldorado, Ark., where the price is 16.7, or 1.3 cents 
higher than at Jackson. 

Other striking contrasts are to be found on the west coast which, 
because of space limitations, are ngt shown on this map. Campbell 
Taggart’s price in Fresno, Calif., is 17.6 cents a pound. At San Fran- 
cisco where it also has a plant its price is 18.9 cents. It also operates 
plants in both Phoenix and Tucson, Ariz. At Phoenix the price is 17. 
At Tucson it is 15.4. That more or less illustrates the contrasting 
nature of the prices prevailing at the different plants operated by 
one or the other of the subsidiaries, the majority of whose stock is 
owned by Campbell Taggart. 

Senator Kerauver. Mr. Edmondson, do you wish to make an ex- 
planation of how this happens? 

Mr. Epmonpson.. Mr. Chairman, I have no explanation to offer other 
than that which has been given by the gentleman who preceded me. 
I can definitely understand, of course, why there is a variance because 
each individual operator is meeting his local market conditions as 
he finds them. 

We are not price cutters, so I am pretty sure that if that price is 
the prevailing price in the market, that is what we are selling at. 

And, of course, we know that we can’t sell for less without breaking 
the market and we can’t sell for more if our competitors are selling 
under us. 

In other words, what I would say now would be a repetition of what 
Mr. Hug and Mr. Jackson said yesterday and the day before on that 
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particular point. I would not be able to go into as much detail as 
they were able to do with respect to each individual market, because 
I just don’t know that much about it. We would have to have our 
plant heads here to get that information. 

Senator Kerauver. Coming more specifically to the State of Tennes- 
see where you have four substantial plants. 

Mr. Epmonpson. Yes, sir. 

Senator Krerauver. You have in Memphis a wholesale price of 14.9 
but in Nashville it is 16 cents; in Chattanooga it is 15.1. Why don’t 
you give the people in Chattanooga a good low price like you do in 
Memphis and Jackson ? 

Mr. Epmonpson. Well, sir, I would say that that Memphis price 
was depressed. 

Senator Keravver. Sir? 

Mr. Epmonpson. I would say that that Memphis price—I’m sorry, 
it was 14.-something, wasn’t it? 

Senator Keravuver. 14.9. 

Mr. Epmonpson. 14.9. That certainly is low, and can only be at 
that figure because of local competition that Mr. Grout down there 
must be meeting, because the other prices are certainly much more 
in line with what they should be in order to make a reasonable 

rofit. 
: Senator Kerauver. You must be making a reasonable profit in 
Jackson where you sell for 14.4, aren’t you? 

Mr. Epmonpson. We are not operating at a loss there, Senator, 
currently, I am sure of that. But maybe we are not making as much 
money as we should. 

Senator Keravuver. If you are making a profit at Jackson at 14.4, 
why don’t you give the people in Nashville a break and sell them at 
14.4, along with my hometown in Chattanooga ? 

Mr. Epmonpson. Well, I really have no other explanation to offer, 
Senator, except that the prices in Chattanooga are probably about 
where they should be, and the ones in Memphis and in Jackson have 
een lowered by competitive influences. 

I don’t know just exactly which competitive influences, but that 
would have to be the reason, because that is too low a price. 

Senator Kerauver. Aren’t you the biggest baker in these four 
cities ? 

Mr. Epmonpson. No, sir, oh, no, sir. 

Senator Kerauver. Who is the largest in Memphis? 

Mr. Epmonpson. Continental, and I expect that a local baker there, 
Hart’s Bakery, does more business possibly than any one of the others. 

American has a bakery there. It is Colonial which is ours. Con- 
tinental, American, Hart, and then there is Snyder’s Bakery and 
probably some others, but those are the principal bakers. 

Senator Krrauver. In Tennessee, according to the figures shown 
here to me by Mr. Dixon, you have your largest plant at Nashville 
with a capacity of 46,560 pounds for one shift. 

Mr. Epmonpson. Yes, sir. 

Senator Kerauver. And there is where you have the highest prices. 
Is there any baker in Nashville larger than you? 

Mr. Epmonpson. Senator, I expect we are the largest in Nashville. 
We have recently enlarged that bakery. We have increased our ca- 
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To take a few illustrations, and again may I say that these are 
wholesale prices as of September 1958. At Peoria, Ill., Campbell 
Taggart’s price is 14.9 cents a pound. At Joliet, Ill. its price is 16 
cents a pound, or a difference of 1.1 cent. At St. Louis, Mo., the price 
is 16 cents. At Little Rock, Ark., it is 16.8 cents. At Springfield, 
Mo., it is 14.6 cents, or a difference between Little Rock and Spring- 
field of 2.2 cents. 

Moving farther to the West, in Iowa, Campbell Tagart has plants 
at Des Moines and Cedar Rapids. Its price at Cedar Rapids is 16 
cents. Its price at Des Moines is 12 cents, a difference of no less than 
4centsa pound. You will recall that when a very similar pricing pat- 
tern prevailing in Iowa was presented to Mr. Laughlin of Conti- 
nental, he referred to Iowa as a catastrophe. 

Then moving to Nebraska and Kansas, Campbell Taggart’s price 
at Wichita, Kans., is 16.7 cents. Its price at Hutchinson, Kans., is 
13.4 cents. Its price at Emporia, Kans., is 13 cents, and at Grand 
Island, Nebr., is 11.9, or 4.8 cents lower than at Wichita. 

In the State of Tennessee, Campbell Taggart has a number of plants. 
Its price at Jackson, Tenn., is 14.4 cents and at Nashville, 16, or a dif- 
ference of 1.6 cents. At Chattanooga Campbell Taggart’s price is 15.1, 
or between its prices at Jackson and Nashville, and at Memphis it is 
14.9. 

In Georgia Campbell Taggart has a number of plants. In Atlanta 
its price is 14.3, but in Augusta it is 15.8, or a difference of 1.5 cents 
a pound. 

Moving on to some other comparisons, in Macon, Ga., the price is 
15.5. At Alabama it is 16.5 or a difference of 1 cent a pound. In 
Mississippi the price prevailing at Jackson is 15.4. Campbell Taggart 
also has a plant at Eldorado, Ark., where the price is 16.7, or 1.3 cents 
higher than at Jackson. 

Other striking contrasts are to be found on the west coast which, 
because of space limitations, are not shown on this map. Campbell 
Taggart’s price in Fresno, Calif., is 17.6 cents a pound. At San Fran- 
cisco where it also has a plant its price is 18.9 cents. It also operates 
plants in both Phoenix and Tucson, Ariz. At Phoenix the price is 17. 
At Tucson it is 15.4. That more or less illustrates the contrasting 
nature of the prices prevailing at the different plants operated by 
one or the other of the subsidiaries, the majority of whose stock is 
owned by Campbell Taggart. 

Senator Krerauver. Mr. Edmondson, do you wish to make an ex- 
planation of how this happens ? 

Mr. Epmonpson.. Mr. Chairman, I have no explanation to offer other 
than that which has been given by the gentleman who preceded me. 
I can definitely understand, of course, why there is a variance because 
each individual operator is meeting his local market conditions as 
he finds them. 

We are not price cutters, so I am pretty sure that if that price is 
the prevailing price in the market, that is what we are selling at. 

And, of course, we know that we can’t sell for less without breaking 
the market and we can’t sell for more if our competitors are selling 
under us. 

In other words, what I would say now would be a repetition of what 
Mr. Hug and Mr. Jackson said yesterday and the day before on that 





> are 
pbell 
is 16 
price 
field, 
ring- 


lants 
is 16 
than 
; pat- 
Yonti- 


price 
1S., is 
trand 


lants. 
a dif- 
3 15.1, 
s it is 


tlanta 
cents 


rice is 
1 In 
iggart 
> cents 


which, 
npbell 
Fran- 
erates 
2 is 17. 
asting 
ted by 
rock is 


an ex- 


r other 
ed me. 
yecause 
ions as 


orice is 
at. 

‘eaking 
selling 


»f what 
on that 


ADMINISTERED PRICES 6299 


particular point. I would not be able to go into as much detail as 
they were able to do with respect to each individual market, because 
I just don’t know that much about it. We would have to have our 
plant heads here to get that information. 

Senator Kerauver. Coming more specifically to the State of Tennes- 
see where you have four substantial plants. 

Mr. Epmonpson. Yes, sir. 

Senator Kerauver. You have in Memphis a wholesale price of 14.9 
but in Nashville it is 16 cents; in Chattanooga it is 15.1. Why don’t 
you give the people in Chattanooga a good low price like you do in 
Memphis and Jackson ? 

Mr. Epmonpson. Well, sir, I would say that that Memphis price 
was depressed. 

Senator Kreravver. Sir? 

Mr. Epmonpson. I would say that that Memphis price—I’m sorry, 
it was 14.-something, wasn’t it ? 

Senator Keravver. 14.9. 

Mr. Epmonpson. 14.9. That certainly is low, and can only be at 
that figure because of local competition that Mr. Grout down there 
must be meeting, because the other prices are certainly much more 
in line with what they should be in order to make a reasonable 

rofit. 
Senator Krerauver. You must be making a reasonable profit in 
Jackson where you sell for 14.4, aren’t you? 

Mr. Epmonpson. We are not operating at a loss there, Senator, 
currently, I am sure of that. But maybe we are not making as much 
money as we should. 

Senator Keravuver. If you are making a profit at Jackson at 14.4, 
why don’t you give the people in Nashville a break and sell them at 
14.4, along with my hometown in Chattanooga ? 

Mr. Epmonpson. Well, I really have no other explanation to offer, 
Senator, except that the prices in Chattanooga are probably about 
where they should be, and the ones in Memphis and in Jackson have 
been lowered by competitive influences. 

I don’t know just exactly which competitive influences, but that 
would have to be the reason, because that is too low a price. 

Senator Kerauver. Aren’t you the biggest baker in these four 
cities ? 

Mr. Epmonpson. No, sir, oh, no, sir. 

Senator Kerauver. Who is the largest in Memphis? 

Mr. Epmonpson. Continental, and I expect that a local baker there, 
Hart’s Bakery, does more business possibly than any one of the others. 

American has a bakery there. It is Colonial which is ours. Con- 
tinental, American, Hart, and then there is Snyder’s Bakery and 
probably some others, but those are the principal bakers. 

Senator Keravuver. In Tennessee, according to the figures shown 
here to me by Mr. Dixon, you have your largest plant at Nashville 
with a capacity of 46,560 pounds for one shift. 

Mr, Epmonpson. Yes, sir. 

Senator Keravuver. And there is where you have the highest prices. 
Is there any baker in Nashville larger than you? 

Mr. Epmonpson. Senator, I expect we are the largest in Nashville. 
We have recently enlarged that bakery. We have increased our ca- 
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pacity in Nashville. Up until that time American—and there is some 
very powerful local competition there too, but I expect that as of the 
present time, I would answer that question in the affirmative. 

Senator Keravuver. In Nashville you could be the price leader down- 
ward, couldn’t you? 

Mr. Epmonpson. Well, yes, but you do want to make a reasonable 
profit. I mean, that is the reason we are in business—but not an un- 
reasonable profit. 

Senator Keravver. Is this Nashville plant a one-plant subsidiary 
of Campbell Taggart ? 

Mr. Epmonpson. It has recently acquired a subsidiary of its own, 
not a subsidiary of ours. It has two bakeries now. It has a bakery 
in Bowling Green, Ky. That is very recent, sir. 

Senator Kerauver. Since September 1958, 

Mr. Epmonpson. Yes, sir. In fact, it has been within the last 60 
days. 

ecadee Kerravuver. How is your price in Bowling Green ? 

Mr. Epmonpson. I’m sorry, sir, I don’t know. 

Senator Keravuver. It is interesting that your smallest plant is at 
Jackson with a capacity of 25,440 pounds for one shift and there is 
where you have the lowest price. I think your Nashville plant would 
be more efficient and you ought to be able to have your lower price in 
Nashville or Chattanooga where you have larger plants. 

Mr. Epmonpson. Well, again, Senator, I think that price in Jack- 
son is very low for bread nowadays, so there must be—I am unable 
to give you the exact reason why they are selling at that price. 

Senator Krerauver. Who in Jackson causes you any competition? 
I have been to your plant in Jackson. It is Colonial Bakers, isn’t it? 

Mr. Epmonpson. Yes, sir. 

Well, you see, a lot of the Memphis bakers cover that market and 
some of the Nashville bakers cover it. Now what other bakeries have 
plants, actual plants in the city of Jackson, I don’t know offhand. 
But, of course, I can get the information if the Senator considers it 
pertinent. 

Senator Keravuver. Jackson is 80 or 90 miles from Memphis? 

Mr. Epmonpson. Nearly all the Memphis bakers go into Jackson. 

Senator Krerauver. About 120 miles from Nashville? 

Mr. Epmonpson. That’s right. 

Senator Krravuver. I know it would be mighty good news to the 

eople in Nashville and Chattanooga to get on the same basis as 

emphis or Jackson, Mr. Edmondson. Maybe you can send us a 
further statement about that for the record. 

Mr. Epmonpson. Well, now, what would you like to have in the 
— of information on that, Senator ? 

am making notes here. But I am sure it is a competitive situa- 
tion. I wasn’t here when Mr. Laughlin testified, but I did read the 
transcript. 

He was talking about that situation—— 

Senator Keravver. I think it would be of interest to the commit- 
tee if you would give us the competitive situation in these Tennessee 
towns. 

Mr. Epmonpson. All right, sir. 

(The material referred to may be found on p. 6651.) 
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Senator Keravver. All right, Mr. Dixon, proceed. 
Mr. Dixon. Is it your information that every one of these plants are 
being operated profitably ? 

Mr. Epmonpson. There would have to be exceptions to that, Mr. 
Dixon, because of current developments. By current developments— 
let me expalin myself. Des Moines, lowa—there is an example. It 
has been on strike. Of course, they are in the red. 

I will go back possibly because I will have to go back. We can’t 
go forward on that sort of a deal. In 1958 none of our bakeries lost 
money, 

in thee: You are saying then that at Grand Island, Nebr., where 
the price of bread was 11—— 

Mr. Epmonpson. Wait a minute, ’msorry. I might have to make 
an exception in the case of Grand Island. That is a small bakery we 
saannen in about 1955, and I would have to check the record, because 
if they made any money they just barely did. They have been in the 
red. I sometimes forget about Grand Island. 

Mr. Dixon. Let’s go over to Des Moines before the strike. Does 
the plant at. Des Moines make money at 12 cents ? 

Mr. Epmonpson. No, sir. They were losing money. 

Mr. Dixon. They were losing money at 12 cents ? 

Mr. Epmonpson. Yes. ‘They made money in 1958. They have been 
losing money at that cheap price. 

Mr. Drxon. They have been losing money at 12 cents? 

Mr. Epmonpson. I am sure that is correct. 

Mr. Dixon. When they lose money, how does your organization 
finance that plant? 

Mr. Epmonpson. We don’t, sir. Each plant stands on its own 
foundation. Well, I say we don’t. Campbell Taggart will—in fact, 
it is one of the services we render—if the Colonia] Baking Co. of Des 
Moines got short on cash, we would probably handle the financing for 
them. In fact, that would probably be part of my job. If the loan 
weren’t too big and Campbell Taggart had enough in the central 
organization, we might even make the loan ourselves. Otherwise, we 
would probably make an arrangement through a bank. 

But each company stands on its own. 

Mr. Drxon. Stands on its own until it gets in trouble. Then you 
pick them up? 

Mr. Epmonpson. We help them as much as we can. 

Mr. Drxon. What do you do—either go on their note at the bank 
or—— 


on Epmonpson. If necessary, yes, sir. We guarantee some of 
em, 

Mr. Drxon. Were you making money in the Kansas area in all those 
plants? For instance, at Emporia your price was 13 cents. This is 
September 1958. 

Mr. Epmonpson. Mr. Dixon, I don’t remember whether we were 
making money in Emporia that month. That is getting at an awful 

ow price. 

_You see, these bakeries will fluctuate, as you know. I mean, in a 
highly competitive localized business such as we are in, they will have 
depressed periods where the prices are too low and they will go into 

85621—59—pt. 12-18 
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the red. I don’t follow those weekly reports perhaps as closely as 
some of the production or sales people in the office do. 

I always look at the period reports and the annual reports. Now 
I am unable to tell you whether at this particular time Emporia was 
making a profit or not. , 

Mr. Dixon. Will you send us the information ? 

Mr. Epmonpson. Now may I get that straight? 

Mr. Drxon. On this chart, of which you have a copy. 

Mr. Epmonpson. Yes. 

Mr. Dixon. Will you give us the information as to which of those 
plants were making money and which were losing money ? 

Mr. Epmonpson. May I get a period of time on that? 

Mr. Dixon. This chart represents the prices as of September 1958, 
so if you wil make your information tie into that, it will be appreci- 
ated. 

(The material referred to may be found on p. 6651.) 

Mr. Buarr. Mr. Chairman, with your permission I would like now 
to put into the record two tabulations. 

Senator Krrauver. Does Mr. Edmondson have copies of them? 

Mr. Buatr. No,sir. Iam going to give them to him now. 

Senator Keravuver. We will hand them to you, sir. 

Mr. Buarr. The first consists of a tabulation of price changes by 
city on the part of some of the eight major wholesale bakers which 
had plants in the city. The prices shown are for the period of Sep- 
tember 1, 1952 to September 1, 1958. The tabulation shows these price 
changes, and also the changes in weight for 2 dozen cities representing 
every major area of the country. The price information has been con- 
verted to a 1-pound loaf, and it of course refers to wholesale prices. 

The second tabulation is a summary analysis which has been pre- 
pared from this first tabulation. The summary analysis relates spe- 
cifically to Campbell Taggart. It shows for the various cities in which 
Campbell Taggart as well as one or more of the other eight major 
wholesale bakers is engaged the changes in price from 1953 to 1958 
converted to the basis of price per pound. For the year in which the 
price change is made the rate of return on net worth after taxes for 
each of the companies is also shown. These rate of return figures 
relate of course to the operations of the corporation asa whole. Since 
the data are not available to us, no attempt has been made here to 
develop rate of return figures for the operations of any of the major 
companies in any particular city. 

Mr. Epmonpson. A consolidated report. 

Mr. Buatr. Yes. To take as an example the first showing which is 
for the city of Cincinnati the first page of this summary tabulation 
indicates that there was a price change by Campbell Taggart on 
August 7, 1953. The next column shows that in the year 1953 Camp- 
bell Taggart’s rate of return on its net worth was 16.8 percent. 

Senator Keravver. Is that before or after taxes? 

Mr. Buarr. This is after taxes. All of these profit figures are after 
taxes. The next column shows the extent of the price change which 
in this case was from 15.6 to 14.4 cents. More recently it will be 
noted that in Cincinnati there occurred around February 25-26 a 
price increase in which Interstate, Campbell Taggart, Continental, 
and American participated. For three of the companies the price 
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change was from 15.2 to 16 cents. Incidentally, Mr. Chairman, it 
is interesting to note that in many cases, despite the fact that the 
size of the loaf varies, the prices charged by the different companies 
after conversion to a 1-pound basis, are exactly the same. Thus, al- 
though in Cincinnati in 1957 Interstate was selling a 20-ounce loaf, 
Campbell Taggart a 16-ounce loaf, and Continental a 20-ounce loaf, 
the prices per pound, both before and after the change, were identical. 

One of the most interesting things brought out by this tabulation is 
that in the great majority of the cases, Campbell Taggart had a 
higher profit rate at the time the price change was made than any 
of the other major companies operating in these various cities. 

Turning to page 2 of the tabulation, for example, in Memphis, Tenn., 
in August 1954 Campbell Taggart raised its price from 14.6 to 15.5 
cents. That price change was accompanied by a similar price increase 
on the part of American. In 1954 Campbell Taggart’s overall profit 
rate was 20.5 percent whereas that of American was only 12.2. 

That is a typical pattern which one would expect by virtue of the 
fact that, as the next tabulation shows, Campbell Taggart has gen- 
erally had higher profit rates than any of the other major baking 
companies. 

In 1958, for example, Campbell Taggart’s rate of return on net 
worth was 18.7 percent for the Nation as a whole. The next highest 
was Langendorf with 15.7 followed by Interstate with 15.6. The 
question, of course, which this tabulation raises is, Why should a com- 
pany such as Campbell Taggart feel it necessary to increase its price by 
the same amount and to the same level as its competitors which have 
significantly lower profit rates. 

Senator Krrauver. Mr. Edmondson, do you wish to make any 
comments ? 

First, let these be filed for the record and if there is any question 
about any of these figures, you can supply the proper information. 

(The tabulations referred to may be found beginning on p. 6570.) 

Senator Krrauver. The question is, Do you have the highest profits 
in the baking industry as shown here? 

Mr. Epmonpson. I think Dr. Blair’s figures are correct; yes,sir. As 
I recall in this past year we had 5.6 percent profit, I mean on sales. 
I believe that was in excess of the industry average. Now, are you 
asking me why ? 

Senator Kerauver. And 18.7 on investment? 

Mr. Buarr. On their net worth. 

Senator Kerauver. And what was your return on sales? 

Mr. Buatr. 5.6. 

Senator Kreravuver. That is all right. I saw that figure. 

Mr. Epmonpson. 5.6 is right. It was 5.67 in 1957; 5.6 even in 1958. 
I knew that would be a question that would be asked, Mr. Chairman, 
and frankly it is so intangible in nature I wouldn’t be able to answer. 
In fact, none of us really know. I mean this difference in profit mar- 
gin ismade up of many things. I think that one reason—and of course 
we are talking on a consolidated basis—one of the primary reasons 
that Campbell Taggart has a better rate of return is what you might 
call geographical good fortune. 

Our bakeries, as that chart over there will show, are pretty well 
concentrated in the South and in the Midwest. Those have been grow- 
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ing areas, prosperous areas. We have had no plants that I would say 
were located in depressed areas, so that is bound to be reflected. Now, 
we like to think and do think that there is another factor, aside from 
the geographical one, and that is the very autonomy of our operation 
that we have been talking about. 

Everybody, bakery operators or lawyers or whatever we are, try to 
doa job. But we are firmly convinced that if you give the individual 
operator an added incentive by way of stock ownership or participa- 
tion in the profits, that probably you are going to realize benefits from 
that from the standpoint of cost savings. And of course that is the 
only way we can get it, because we have to sell our bread at the same 
price in all markets that our competitors sell it at. 

That is about it. 

I don’t know that I could give any other reasons, because we cer- 
tainly don’t claim to be smarter than anybody else. ‘That I assure the 
committee. 

Senator Keravuver. But you do claim to have an efficient operation? 

Mr. Epmonpson. Yes, sir. 

Senator Kerauver. The question is, Mr. Edmondson, since you are 
making a larger profit than these other companies, which seems to 
have been the case all the way through here since 1947 as far as I can 
see, why do you take the lead in raising your prices in these cities? 
Why do you need to raise your prices ? 

Mr. Epmonpson. Well, is it a fact from your investigations that 
we have taken the lead in very many instances ? 

Mr. Buarr. The information indicates that these price changes are 
made pretty much about the same time. It is awfully difficult to de- 
termine whether one company leads by 1 day as against another. 

Mr. Epmonpson. Who makes the first announcement ? 

Mr. Briar. There is often some confusion concerning the date of 
announcement as contrasted to the effective date. The important 
fact, however, is that these majar bakers in any given city generally 
raise their prices within a day or so of each other. I do not think 
the Senator’s question was dependent upon the proposition that you 
are necessarily the leader. It goes to the question of why you find it 
necessary to participate in price increase when your profit rates are 
as satisfactory as they are. 

Mr. Epmonpson. Well, of course we don’t think that 5 cents on 4 
dollar of sales, say 5.5 cents on a dollar of sales, is as far as industries 
generally go. I don’t believe that is an exorbitant profit. It is true 
that some of our competitors have not in recent years been making 
that much of a margin. 

But as profits go generally I don’t think that any of us would say 
that if you make a nickel every time you sell a dollar’s worth of goods, 
that you are profiteering. After all, it is the good old American 
system. Weare all in business for money, private enterprise. I know 
I am not answering the question. Iam laboring it a little bit. I will 
have to give an example. 

We keep very close track of our costs. We can tell each week just 
where we are going costwise. 

We know what our margin of profit has been. We can see it going 
down. If a competitor comes out and announces a price increase, and 

we think it is justified in view of the increasing costs, we will go along. 
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Mr. Drxon. How many instances have occurred in the last year 
where you did not think it was justified and you did not go along? 

Mr. Epmonpson. Oh, Mr. Dixon, now wait a minute. There have 
been some. I will tell you—no, that was a price cut. 

Mr. Drxon. I am talking about where you say you raised prices to 
meet competition. In how many instances did you hold your price? 

Mr. Epmonpson. I think Mr. Laughlin in his testimony mentioned a 
situation in Des Moines where that was done, if I recall, but I am not 
certain, and I would have to go back and check on it. I think there 
have been some, but I am sorry, I can’t tell you right offhand where 
they were. 

Mr. Drxon. Would you check? 

Mr. Epmonpson. Yes, sir. Iam making notes. 

(The material referred to may be found on p. 6651.) 

Mr. Buarr. Mr. Laughlin made specific reference to the Iowa situa- 
tion. He stated that your company did refuse in that instance to join 
in the price increase. 

Mr. Epmonpson. That is the one that I referred to. In fact Mr. 
Ghrist who heads the bakery up there had a decision to make, and I 
remember that during Mr. Laughlin’s testimony that fact was brought 
out. I am glad you mentioned it, Dr Blair, that our Des Moines plant 
did make a severe drop in price. 

I think it was something like 20 to 15 cents. I don’t know all of 
the details, but Ido know what happened up there. That was done to 
meet bread, cheap bread that was being drop shipped into the Des 
Moines market, and Mr. Ghrist decided at that time rather than to 
= on a secondary loaf—of course, it was his decision which was the 

t thing to do—I think he decided “I am going to drop the price of 
my main loaf to meet it.” 

Now he did not initiate that cut. That cut was made, just as Mr. 
Laughlin I think testified, to meet this bread that was being drop 
shipped from out of town, I mean out of the Des Moines area. 

think it was Fort Dodge. I would have to check that to be sure on 
it, and I think probably some was coming in from Waterloo. 

Mr. Drxon. Are we to understand that your plant managers or these 
independent plants that you control by stockownership can make a 
major price dunn without clearing it with the central organization? 

Mr. Epmonpson. Oh, yes, sir. 

Mr. Drxon. There is no discussion at all that takes place? 

Mr. Epmonpson. Oh, no, sir, I didn’t mean that. As I said a min- 
ute ago, we don’t operate in a vacuum. It is highly possible that dis- 
cussions take place. I would have to go into several situations to 
explain what I mean there. Let’s take first plant A. The operator of 
plant A wants to put on a new variety. Before he does that, he will 
probably write into our cost-accounting department and say, “Figure 
the cost on such-and-such a type of bun to weigh so much, to be packed 
in such-and-such a package.” 

Then the cost-accounting department will figure all that out, wrap- 
ping and everything else, and they will allocate what they consider a 
proper proportionate part of the shop overhead, and then of course 

ou have your distribution costs, and they will gre some figures. 
hat comes back to him to show the latitude he has. That might 
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come back to him so he’d say, “Well, at the price I have to sell to be 
ge age in my market I can’t make any money.” 

r. Dixon. But can he make a decision to sell it at a loss if he 
wants to? 

Mr. Epmonpson. Yes; if necessary. He will call in—in fact, our 
plant heads are in constant contact with the central office. but it is 
more for advice, if we have any to give. Lots of times we don’t 
because we have never been able to see how we can mastermind a 
situation as delicate as a price problem from Dallas, Tex., for example, 
in Des Moines, Iowa. 

We just don’t know what the circumstances are. We will help him 
and advise him. 

Mr. Dixon. You wouldn’t maintain a plant manager who made 
stupid decisions and ran a plant at a loss very long, would you? 

Mr. Epmonpson. No, sir. 

Mr. Drxon. Wouldn’t you remove him? 

Mr. Epmonpson. He is responsible—let’s put it that way—for the 
overall results, and we expect those results to be good. 

But as to the details of day-to-day operation and how he achieves 
those results, that is up to him. We pick the best men we know, and 
we put a man in and say, “It is your baby. Now do a good job and 
we will help you any time you want to call on us and we will give you 
this day-to-day service.” 

Mr. Drxon. You referred to the fact that you have a cost account- 
ing department that would figure this cost to the plant manager and 
give it to him, I assume. That must mean that you keep a pretty 
good cost breakdown on your overall varieties. 

Mr. Epmonpson. We do. 

Mr. Dixon. Do you have any objection to giving that to us? 

Mr. Epmonpson. Well, it would be a very voluminous thing. 

Senator Kerauver. Can you give us a summary or a synopsis of it? 

Mr. Epmonpson. Would a cross section do? You want to see the 
method ? 

Mr. Drxon. We will work it out with you, if it is agreeable with 

ou. 
ri Mr. Epmonpson. All right; because I am a little bit vague on what 
you want there. 

Senator Keravuver. Very well, Counsel will talk with you about it 
and work it out. 

Mr. Chumbris, do you have a question ? 

Mr. Cuumeris. Mr, Edmondson, you have a 5.8-percent profit on 
sales? 

Mr. Epmonpson. Yes. 

Mr. Cuumepris. And Ward testified yesterday they have a 1.15- 
percent profit on sales. 

As you testified, you are in the South and in the Middle West. 
Ward Baking Co. concentrates in the larger cities of the United 
eee nee Detroit, Pittsburgh, Cleveland, New York, and so 

orth. 

I notice also that Ward is getting 18.4 cents in one city; they are 
getting 17.4 in New York, 17.2 in Cheveloa, 17.4 in Pittsburgh, 17 
in Florida, and 17 in Louisiana. 
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I notice from your chart that you don’t get 17 cents in any of your 
cities where you operate a plant. 

Mr. Epmonpson. Our prices don’t run that high; no, sir. 

Mr. Cuumperis. And still you are able to make 5.6 percent on sales 
and they are only able to make 1.1 percent on sales ? 

Mr. Epmonpson. I imagine there are cost factors that determine 
that. 

Mr. Cuumpris. That is what I wanted to get at. Why is it that 
they are getting a much higher price in most of their major cities 
but, are getting such a low percentage of profit on sales. Of course, 
you are operating in a different area. You are almost 2 cents lower 
for your wholesale price and you are making 5.6 percent on your 
sales. 

Mr. Epmonpson. I have no knowledge of Ward’s costs in those 
areas you mentioned, but I am sure that they must be substantially 
higher than ours. 

And remember, too, as Mr. Jackson testified yesterday, those Ward 
bakeries are big institutions compared to most of ours. You see our 
bakeries, the majority of them that is, are not large installations. 

Mr. Cuumpris. Their gross was only $105 million to your $164 mil- 
lion last year ? 

Mr. Epmonpson. Well, true, but I am guessing really, to envision 
what sort of overhead problems Ward might have. I really and truly 
don’t know. They are good operators, I know that, and again we 
might just get right back down to that question of geography. Of 
course, it does we know cost more to produce and distribute a loaf 
of bread in our case, for example, in San Francisco than it does in 
Harlingen, Tex. 

Mr. Cuumpris. There is one other point. Yesterday after the hear- 
ings were concluded I asked the president of Ward Baking Co. why 
he was only getting 1.1 percent on sales and you were getting 5.6, 
which is much higher than even the independents, the Quality Bakers 
Association. 

Mr. Epmonpson. They were making 4.35 I believe. 

Mr. Cuumperis. The Big Eight average is 2.92. He stated one thing 
that I want your view on. 

He said that one of the reasons his company has these eight- and 
nine-story plants in big cities is that there is a great deal of cost in 
moving their material from the first floor through the different floors 


to the eighth floor, whereas they understand your plants are pretty 
much on a one-floor level. 


Mr. Epmonpson. They are. 

Mr. Cuumpris. Is that any significant factor? 

Mr. Epmonpson. It could be. Again you have a small installa- 
tion to support there in comparison with a bakery such as you de- 
scribe with many floors. And there are differences in labor rates for 
one thing, as you know, between the high-cost metropolitan areas and 
possibly some of the other parts of the country where we do business. 

I think proportionately probably the people are getting just as 
much money because their living costs are not as high. 

Senator Keravver. All right, Mr. Chumbris, any more questions? 

Mr. Cuumpris. Of your competitors in your area, which one of the 
Big Eight are they ? 
Mr. EpMonpson. You mean whom do we compete with? 
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Mr. Cuumenris. Yes. 

Mr. Drxon. They are all there. 

Mr. Cuumepris. I notice Ward does not compete with you too much; 
is that correct ? 

Mr. Epmonpson. Not very much. Wedomeet them. Ward hasa 
— in Louisiana I think, in New Orleans. We probably meet them 
there. 


_ Cuoumeris. What about Continental Baking, which is the larg- 
est 

Mr. Epmonpson. We meet Continental in quite a number of mar- 
kets. We meet American also in a number of markets. 

Mr. Drxon. While you are on that point, sir, would it possibly 
have anything to do with this difference in earnings between you 
and your other major competitors such as Ward that maybe you are 
not giving away as much to chainstores as they are? 

Mr. Epmonpson. Well, sir, now that I don’t know. 

Mr. Dixon. You are doing it. 

Mr. Epmonpson. You mean we are giving things to chainstores? 

Mr. Dixon. Yes, you are; through , ern oe and promotions. 


Mr. Epmonpson. I am sure that there will be some of that, Mr. 
Dixon, yes, sir, and, as I say, we have been using as a horrible exam- 
ple the Iowa situation. I think there are all sorts of bad practices 
going on there but I wouldn’t be able to give you the details of what 
they are. 

Mr. Drxon. I was just looking at the map at the plant locations 
and wondering if the chainstores were as strong a factor in all those 


areas as perhaps where Ward is. 

Mr. Epmonpson. They might not be because frankly, as you can 
see, we just don’t know anything about anything northeast of 
Roanoke, Va., and Cincinnati. Of course, we have “0 ri —— 
there, but we are just not in the Northeast, New England and New 
York. My knowledge of what the marketing conditions back in there 
are meihit be strictly hearsay. 

Mr. Drxon. On that point, Mr. Edmondson, we secured from you 
certain documents. I want to try to understand them, especially in 
view of your testimony as to the way you operate. 

You have testified that your individual plants now make major 
decisions themselves. From the material that you submitted to us, 
we have selected at random certain of this material. 

I would suggest, Mr. Chairman, that all that I have in my hand 
be made a part of the record. I want to make specific reference to 
some of it. 

Senator Keravuver. Without objection, it will all be made a part 
of the record. 

(The documents referred to may be found on p. 6637.) 

Mr. Drxon. On February 7, 1957, from Kilpatrick’s Bakeries Inc., 
addressed to the Safeway Stores in San Francisco, Calif., a letter was 
written by the president. Kilpatrick Bakers, Inc., is one of your sub- 
sidiaries ? 

Mr. Epmonpson. Yes, sir. 

Mr. Dixon. The pertinent parts of this letter are as follows: 

Recently we have adopted a policy of extending a discount to certain of our 


customers whose purchases are made under such circumstances and in sufficient 
quantities to justify it. 
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Your account qualifies for this discount, so we are making it effective as of 
Monday, December 31, 1956. It will amount to 5 percent of the wholesale price 
of all bakery products we sell directly to your stores from our delivery trucks. 

Accordingly, we are enclosing our checks for 5 percent discount on sales made 
to your stores during the 4-week period ending January 26, 1957, as follows: 


And it says that subsequent 5-percent discounts would be made to 
cover purchases. 

In answer to that letter from Kilpatrick, the Safeway Stores by let- 
ter dated February 28, 1957, signed by Mr. L. R. Mauro, grocery sup- 
ply manager, had this to say: 


Thank you for your letter of February 7, 1957, advising that effective as of 
December 31, 1956, you are extending a discount to certain customers whose pur- 


chases are made under such circumstances and in sufficient quantities to justify 
it 






‘In accordance with our company’s established procedure, we are submitting 
this account to our administrative office for legal and administrative review and 


consideration. Before doing so, we would like to receive the additional informa- 
tion requested. 


And there is set out in great detail the information desired. 


Then on March 1, 1957, there is a letter, from Mr. Kilpatrick ad- 
dressed to you: 


Dear FRazor: I am sending this to your home address just so it will get your 
very personal attention. 


The checks were not returned to us along with their reply. 


The questions brought up by Mr. Mauro in his letter will require quite com- 
prehensive answers. 


After you have had a chance to digest this letter I will contact you. 
Then on April 2, 1957, you replied to Mr. Kilpatrick and you stated: 


As you know, I have been gone from the office. I am wondering if there have 


been any further developments in this Safeway matter during the time I was 
away. Drop me a line. ‘ 


On April 4, 1957, Mr. sera wrote Safeway, and he said, among 
other things, pertaining to this discount: 


This discount is being granted to corporated or individually owned chains 
that purchase our products in an amount of $750 or more per week. 

There are cost savings effected as sales per unit to such stores as Safeway 
operates are considerably greater than those of the average account. Also, stale 
losses are less because of greater and more rapid turnover of the products. 
Other costs are reduced through our not having to provide any form of display 
fixture to Safeway stores, and also because of the fact that we do not have the 
cost of “long credit” and resultant possible credit losses. 


He said further: 


The 5-percent discount allowance does not include, or reflect, any form of 


brokerage allowance. The discount is given to individually owned chains as 
Well as corporate chains. 


And, further: 


At present the discount is being granted to a total of 31 accounts, and the 
volume on which we are giving this allowance amounts to approximately 22 
percent of our business, in the “sales to retail outlets” category. The above 
percentage is exclusive of Safeway stores business. 

We trust that the above will answer questions regarding our discount policy. 


Then on April 10 he wrote you again, and he said: 


We have not as yet had any formal acceptance from Safeway on the subject 
that we have up with them. 
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However, we have just been advised that we are to service on a direct-delivery 
basis their new supermarket which is to open shortly on the peninsula. From 
this we judge that we are in their good graces. 

As soon as I hear definitely from them I will advise you. 

Did they get this account, sir ? 

Mr. Epmonpson. Yes; I think they did. 

I remember this well. I don’t want to take up too much time, but 
I will tell you why in that particular instance that correspondence 
was addressed to me. What Harold Kilpatrick wanted to do, was 
trying to do, and may have done—but when you get into the Robinson- 
Patman and ramifications of that act, it is sometimes pretty hard to 
know whether you are right or whether you are wrong—what he was 
trying to work out was, to use the terminology of the act, a proper 
quantity discount based on a proper cost-accounting basis extended 
on equally proportionate terms. ; 

As you well know, that is right out of the Robinson-Patman bill. 

He and I had talked on the telephone about it. In fact, we got local 
counsel in on the thing, too, because he has one out there who 1s a very 
capable gentleman. 

He had evidently had a discount situation in his market, and he was 
trying to set up a discount system, as you can see from his letter, that 
would comply with the Robinson-Patman Act, and as close as I know, 


I think it does. Now, whenever you have those setups, of course, you 

can have variations that will throw your whole thing off balance. 
Mr. Dixon. As I understand this particular correspondence, the 

discount that he was offering here was predicated upon some savings 


tohim. Is that what it was? 

Mr. Epmonpson. That was his thought, yes, sir. 

Mr. Drxon. And it wasn’t to meet competition in this instance. 

Mr. Epmonpson. Well, Safeway—you see he found himself in this 
position—he was extending that discount, as I recall—he had already 
started extending that discount to some of these large buyers, and 
Safeway was entitled to it. He was trying to persuade them to accept 
it, because you are supposed to extend it to everybody. 

In other words, he went in and said “Now, I have just inaugurated 
this discount system and you qualify.” 

Safeway is evidently very careful, as they properly should be. 
They wanted it referred to their legal department as to whether or 
not it was a discount they could receive without being guilty of 
accepting discriminatory discount. 

Mr. Dixon. You remember that they accepted it finally ? 

Mr. Epmonpson. I am almost positive they did, yes, sir. 

Mr. Dixon. Now I go on to another one. I have now a letter from 
Mr. Harry Snyder addressed to you. 

Mr. Epmonpson. That is Sacramento. 

Mr. Dixon. From Sacramento, Calif. This is of recent date, May 
28, 1959. I assume you wrote asking for this type of information. 

Mr. Epmonpson. ‘That must be in response to the subpena; yes, sir. 

Mr. Drxon. Yes, sir. And he enclosed a letter of November 7, 1957, 
addressed to Mr. George Erb, Safeway Stores, of Sacramento, Calif. 
It is from Home Bakeries, Inc., signed Vern DuFrene. What is 
Home Bakeries, Inc. ? 

Mr. Epmonpson. That is our Sacramento bakery. 
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Mr. Drxon. That is your Sacramento bakery ? 
Mr. Epmonpson. Yes, sir. 
Mr. Drxon. This one has this pertinent information in it: 

This is in reference to our discussion in your office on October 17 concerning 
our policy of extending a price allowance to certain of our customers. The 
allowance is 5 percent of the wholesale price of our products, and it is granted 
to chains, both corporate and individually owned, whose purchase of our prod- 
ucts amounts to at least $3,000 per 4-week period. 

Since your account qualifies for this allowance, this is to advise you that we 
are putting it into effect as of Monday, October 7, 1957, and we will remit to 
you in 4-week periods from that date. The allowance will be granted to all 


Safeway stores served from our route trucks operating from both our Sacramento 
and Chico plants. 


As a matter of explanation, we are now giving this price allowance to eight 
accounts whose volume amounts to 21 percent of our sales to retail store outlets 
exclusive of sales to Safeway Stores. The allowance represents savings realized 
by us in serving stores such as Safeway operates such as the elimination of 
long-term credit and lack of possible credit loss coupled with a large volume 


of sales. 

I assume that this was accepted by Safeway too? 

Mr. Epmonpson. This one I am not familiar with. I skimmed 
most of these letters that I submitted to see what was in them, but I 
don’t remember them. I don’t remember anything about that par- 
ticular price situation. 

Mr. Dixon. Now I want to refer to some correspondence that has a 
bearing on the promotional allowances in the St. Louis area. I have 
selected here a group of contracts, I assume. They are headed “Co- 
operative Advertising Agreements.” They are executed between 
Colonial Bread, approved by—it looks like Williams. 

Mr. Epmonpson. Walter Williams; that’s right. 

(The contracts referred to may be found on p. 6641.) 

Mr. Dixon. By Mr. Williams, president. The first one, for instance, 
is with National Food Stores, Inc., and it is accepted by National 
Food Stores, Inc. It provides a promotion to National Food Stores 
in the amount of $610 each for three promotions, or a total of $1,830. 
Nothing is provided on this contract as required from National Food 
Stores, Ine. 

Are we to understand that this is the same type of a situation that 
was discussed yesterday by Mr. Jackson when-he said this is just 
another way of giving a discount. Is that what that is? 

Mr. Epmonpson. You say there is nothing on there. You mean 
there are no provisions for any advertising services or anything of 
that sort ? 

Mr. Dixon. No, sir; nothing is checked. There are no provisions 
for anything. At the bottom where it says “Send evidence of sales 
promotion and advertising service,” nothing is checked here. 

Senator Krrauver. Let him see it. 

Mr. Epmonpson. I can come up to you. 

Mr. Dixon. There is “other” checked, opposite “store display.” I 
don’t know what that would mean. 

Mr. Epmonpson. It says “Newspaper ad $100, 51 stores at $10 each, 
$510.” This is under the heading “Each Promotion.” 

“Amount total $610. Three promotions at $610 equals $1,830.” Mr. 

ixon, I would have to find out what those circumstances were. It 
does look as though they did something for it though. 
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Mr. Drxon. The one newspaper ad is listed here as $100 and the 
other remark says “51 stores at $10.” 

Mr. Epmonpson. What they did in the stores I don’t know. Of 
course, they might have put on a demonstration. You have seen these 
demonstrations put on by bread people in a store. 

Mr, Drxon. ton didn’t require it on the face of the contract. 

Mr. Epmonpson. I didn’t see it up there; no, sir. 

Mr. Dixon. The next one—— 

Mr. Epmonpson. I don’t see those contracts. I didn’t see that be- 
fore it came in in response to the subpena. 

Mr. Dixon. The next one is similar to it; it is with National Food 
Stores, and it is in the total amount of $1,890, three promotions at 
$630. It has 53 stores at $10 for $530, and a newspaper ad of $100 
again. 

aie Epmonpson. It would indicate, don’t you think, from the 
phraseology—and I don’t know the circumstances—that they must 
have been doing something. 

Mr. Dixon. It would indicate to me you just gave them $10 a store, 
Mr. Edmondson. 

That is how it looks to me, just ae perfectly frank with you. 

Mr. Epmonpson. I mean you might have had a demonstration in the 
store or something of that sort, or, as you say, it could be another way 
of giving a discount. 

am not saying that it is not, you understand. 

Mr. Drxon. You know this practice does exist ? 

Mr. Epmonpson. Yes. 

Mr. Drxon. It wouldn’t be amazing that your stores do the same 
thing? 

Mr. Epmonpson. No. 

Senator Keravver. Do your stores do the same thing? 

Mr. Epmonpson. Senator, our people meet competition. 

Senator Kerauver. All right. . 

Mr. Epmonpson. I am sure they do that. They have to to survive. 

Mr. Drxon. I refer to a letter from Mr. William R. Palmer, assist- 
ant manager, dated August 13, 1958, to the Atlantic & Pacific Tea 
Co. The letter sets forth the promotional plan offered to them. I 
won’t burden the record by reading it because this will be made a part 
of the record. In effect, it says that there will be a 13-week period at 
a rate of 3 percent of the customers’ net sales, effective on May 19, 1958. 

It says: 

Payments to be made upon receipt of your invoice of the close of each 13- 
week period. 

We warrant to the customer that the advertising and promotion allowances 
herein covered are available on proportionately equal terms to all customers of 
Colonial Baking Co. of St. Louis in the area serviced by the stores. 

(The letter referred to may be found on p. 6645.) 

Mr. Drxon. I note this one was not accepted by A. & P. It has 
written on it “Not accepted.” Do you have any reason, any explana- 
tion, why they did not take it? 

Mr. Epmonpson. No, sir. I don’t know. As I say, in nearly all of 
these cases these letters came in in response to my request, which was, 
of course, in compliance with your subpena. That was the first time 
I ever saw them, and I immediately sent them on here because the 
time limit was rather brief. 
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Mr. Dixon. Has A. & P. to your knowledge in the past received 
other offers of promotional allowances? 

Mr. Epmonpson. No, sir; but then that is not a matter of knowl- 
edge, personal knowledge. I don’t know. 

r. Dixon. Here is one more letter I want to refer to, Mr. Chair- 
man, dated May 16, 1958, to Kroger Super Markets, signed by Mr. 
Palmer. The first paragraph of this letter is as follows: 

We hereby offer the opportunity to participate in our cooperative advertising 
promotion program. The program to last for a period of 13 weeks from date of 
agreement unless renewed by both parties, with the right of cancellation at 
any time by either party upon 30 days’ notice. 

Our advertising and promotion program is subject to the performance of the 
following condition: The customer will promote the availability of Colonial 
products at the customer stores. 

(The letter referred to may be found on p. 6649.) 

on. _ What do you understand to be the promotion of avail- 
abilit 

a Epmonpson. Well, sir, I would have to do a little translatin 
in my own mind, but I would take that to mean that the grocer would 
do a very important thing, and that is give our bread a prominent 
space on his display rack. 

That means an awful lot in the baking business, you know, as to 
where your bread goes on the grocer’s rack. 

Mr. Dixon. Do you pay money for putting your bread in the best 

lace ¢ 
: Mr. Epmonpson. No; we certainly don’t make a practice of it. 
That, I say, would be a bad trade practice. We just try to do that 
purely through salesmanship and creating public demand for our 

roduct. 
. Mr. Dixon. I refer now, Mr. Chairman, to one more series of 
letters. 

This one from Mr. Claude R. Williamson addressed to you. 

Mr. Epmonpson. El Paso? 

Mr. Dixon. From El Paso. I make reference to the letter that he 
wrote toyou. This sentence appears in the letter: 

In answer to your letter of May 25, 1959, we are enclosing two copies of 
correspondence which we received from our competitor telling us that he was 
planning to increase his wholesale price to be effective February 12, 1958. 

He enclosed these two copies form his competitor, dated January 
29, 1958. They were from the Kahn Baking Co. Do you understand 
it to be a regular practice for your company to receive from competi- 
tors advance notice that they are going to raise prices? 

Mr. Epmonpson. No, sir; not necessarily. That might vary from 
market to market. In fact, there have been instances I know where 
the first time we heard of a price increase being put into effect was 
when a salesman would call in toa sales manager. 

Now, of course, any time a breadman is out on the route and runs 
into a price change, he is going to contact his bakery. If bakery A 
increases its price on Honan morning, and they have not made any 
announcements, we will know about it in a very few minutes after the 
boys go out on the routes. 

enator Keravuver. This is rather unusual, Mr. Edmondson. 

Mr. Epmonpson. May I look at that? 

Senator Keravuver. Yes, sir. 
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Mr. Epmonpson. AsI say, I haven’t gone over this. 
Mr. Drxon. The letter that he refers to here, the notice from Kansas, 
is dated January 29. 

Mr. Epmonpson. Well, it has already gone into the record that a 
lot of chainstores demand advance notice of any price changes, either 
up or down. I would take it that that is what this probably is. I] 
don’t know it to be a fact. But this is probably a copy. It says, 
“Dear Customer.” This is a copy of the letter that he delivered to 
his trade, and he just sent it over to Claude so that he would have it 
for his 

Mr. Dixon. May I point out something else to you, Mr. Edmond- 
son. In his letter to you he said, “which we received from our com- 
petitor.” He didn’t say, “from a customer”; he said, “from our com- 
petitor.” 

Mr. Epmonpson. No, no—I mean—that notice 

Mr. Drxon. It was dated January 29, and on February 6 Mr. Wil- 
liamson addressed this letter : 








GENTLEMEN: We have been notified by one of our local competitors that they 
plan to change some of their wholesale bread prices effective on Wednesday, 
February 12, 1958. 

If this happens we will meet their price. However, we will only have four 
items that will be affected by this change, as follows— 


Notice he says, “We have been notified by one of our local com- 
petitors.” 

Also in this information which he sent to you is a letter dated Au- 
gust 25, 1958, signed “Karl Wallace,” from the Kahn Baking Co., 
addressed to Rainbo Baking Co. 

GENTLEMEN : This is to notify you that, effective August 26, 1958, we at Kahn 
Baking Co. have decided to reduce the wholesale price of 1144-pound bread from 
26 to 25 cents and the 2-pound bread from 35 to 34 cents. 

Here, sir, there is no doubt about where you got that information. 
You got it right from the horse’s mouth. 

Mr. Epmonpson. Let me undérstand you. I don’t think that it is 
the general practice for these people to write letters back and forth 
like that. Evidently, they have done it in El] Paso. But on the face 
of the thing, if Kahn was going to raise his price, he could not agree 
with Claude Williamson that he would raise his, 

About all he could do, remembering the testimony from these gen- 
tlemen who have preceded me about the whole highly competitive 
situations that we have in our business—about all he could do was to 
notify his competition he was increasing his price, with the hope, of 
course, but not the knowledge, that those other competitors might be 
feeling the cost squeeze, too, and that they would likewise go up. 
Otherwise, if he went up. and any principal competitor didn’t, he 
would have to come vight back down. So it would be to his advantage 
to let his competition know that he was going up, and, of course, | 
don’t believe there would be anything illegal about it. 

You can’t agree on prices, that is for sure; but you can serve notice. 
And had he not served it on us, we would have gotten it through 
the trade instantly anyway. 

Senator Keravver. Is this the practice of bakeries, to notify com- 
petitors? 
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Mr. Epmonpson. No, sir; it evidently has been done here in El 
Paso. 

Senator Kreravuver. Do you do it? 

Mr. Epmonpson. Does who do it? 

Senator Kerauver. Does Claude Williamson do it ? 

Mr. Epmonpson. On that, I would have to ask Claude. We don’t 
have any overall policy by any means in the Campbell Taggart office 
on that sort of a subject. In fact, it would not be one on which we 
would have a policy because it is not handled in our office. 

Senator Kerauver. It seems to me that based on the fact here that 
usually when one raises the price in most cases—there are some ex- 
ceptions—the others go along, and one competitor notifies the other 
that effective at a future date they are going to raise their prices, 
and with the experience that everybody usually just about goes along, 
that is just about tantamount to sitting down together and agreeing 
that you will raise your prices. 

Mr. Epmonpson. Well, I have never personally thought that was 
quite the same. 

Senator Krravver. I mean, it is a rather persuasive influence. 

Mr. Epmonpson. Well, we are in an industry—and I don’t mean 
to labor the point—where conscious parallelism has to be the rule. I 
mean people just won’t go in and pay a penny more for this baker’s 
bread than they will for the bread that is right on the rack next to it. 

Mr. Peck. Why is that? 

Mr. Epmonpson. Well, I think somebody brought the point up that 
despite the fact that we all advertise our brand names and hope that 
we will impress the public with them, to the vast majority of people a 
loaf of bread is more or less a loaf of bread, and they go in and they 
see this loaf and it is the same size as the other. If there is a penny 
difference, they buy the cheaper.’ In fact, we know that this is the 
case. 

Senator Krerauver. Senator Hart, do you have any questions? 

Senator Harr. No; thank you, Mr. Chairman. 

Senator Krrauver. Anything else, Mr. Dixon? 

Mr. Dixon. I don’t—I think Dr. Blair has some statistical in- 
formation for the record. 

Mr. Buatr. I just want to do two things. First, as I recall, the 
request was made to Mr. Edmondson that he supply us a list of those 
instances in which, when a price increase was made by any of the other 
eight’ major baking companies, Campbell Taggart did not raise its 
price. 

Mr. Epmonpson. No; I didn’t have that note. I will make it right 
now. 

Dr. Briarr. You mentioned the Des Moines situation. 

_ Mr. Epmonpson. I didn’t say there were any such, Dr. Blair. I 
Just didn’t know. 

Dr. Bratr. We are interested to know whether when any of the 
other eight major wholesale bakers raised their price, if on any oc- 
casion you abstained from participating in the price increase for, say, 
the period from 1953 to date in the 24 cities which are listed in the 
tabulation put in the record. 

Mr. Epmonpson. I will do that. 
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Dr. Bram. As to the other point, I just wanted to put into the 
record certain correspondence relating to the cellophane matter—in- 
— office memorandums and letters from officials of Campbell 

aggart. 

enator Krrauver. Very well; that will be made a part of the 
record. 

Mr. Peck? 

Mr. Peck. On page 2 of your statement you referred to various 
services which you rendered to your companies. Among those var- 
ious services are purchasing and laboratory and research. Have pur- 
chasing costs gone up dramatically ? 

Mr. Epmonpson. Yes. Except for the ingredient costs that have 
already been discussed, almost everything that we use has gone up, 
paper, all of those. Costs have gone up with the rising economy, you 
might say. We have had increasing costs all the way along the line. 

Mr. Peck. Would you want to give any percentage figure indicat- 
ing the increased costs during the last 10 years? 

Mr. Epmonpson. I wish I could, but I am not in a position to. It 
would be a wild guess. 

Mr. Peck. All right. My second question refers to laboratory and 
research services. What are they? 

Mr. Epmonpson. We maintain a laboratory in Dallas. It is in a 
— building to itself and we have Dr. Wendell Reeder, who is 
a highly qualified chemist, heading it. 

They are constantly testing. We get samples from all the bakeries 
of the ingredients that they buy and they are tested in this laboratory 
for quality to see that they come up to a certain standard. They also 
send in their bread periodically for testing and scoring. Then, in 
addition, we have—I don’t know whether we have any particular 
project on right now—indulged in what you might call research as 
such, in the staling of bread and things of that sort. 

Mr. Peck. How long have you operated this laboratory ? 

Mr. Epmonpson. We had a laboratory in Kansas Cit before we 
moved to Dallas. We used to have headquarters in Kansas City. 
That would be back about 25 years. 

Mr. Peck. It isa quality maintenance laboratory ? 

Mr. Epmonpson. Yes. 

Mr. Peck. Do you use it for the production of new baked goods? 

Mr. Epmonpson. Yes; for experiments. 

Mr. Pecx. Thank you, sir. 

Senator Kerauver. Mr. Kittrie? 

Mr. Krrrrm. You were referring, sir, to the prices of bread, and 
I would like to know how large a margin of difference would you ever 
_— between your price and the competitor’s price—I mean about 

is price or under his price? 

Mr. Epmonpson. When you say “competitor,” sir, you are talking 
about another wholesale baker ? 

Mr. Kirtrrm. Yes. I mean in any one particular community how 
much of a margin of difference would you permit? 

Mr. Epmonpson. I don’t think you could afford to permit any. 

Mr. Kirrrie. You mean in most cases your price and the competi- 
tor’s would be about the same? 
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to the Mr. Epmonpson. Yes. If we are on the market with a loaf that is 
a wholesaling at 18 cents and our competitor comes out with 17 cents, 
mpbell just as soon as we find out about it, the loaves being comparable, I 
am sure we would meet it. If we did the same thing I am sure they 
of the would meet us because it is that type of a business. 
Mr. Kirrriz. I would like to ask with reference to one particular 
: situation here. I notice you don’t have any bakers in Wisconsin, but 
various { you have some in Kansas, which is my own State. I notice there is 
5S Var a difference of 3.7 cents between Hutchinson, Emporia, and Wichita. 
ve pur- This is less than a hundred-mile ride. Still, there is as much as a 3.7- 
cent difference. 
it have All in all, Kansas is considerably less than what it is in Arkansas. 
ne Up; I am curious to understand why this exists. 
ny, you How long have you been in Emporia-Hutchinson as compared to the 
he line. | time you have been in Wichita ? 
ndicat- Mr. Epmonpson. We have been in Emporia and Hutchinson as long 
as I have been with the company and that is 26 years. Wichita was 
to. It | of a more recent vintage. I would say somewhere around 1936 or 
1937 we acquired Wichita. 
ory and Mr. Kirrrie. You are established in all of these places. I mean, 
2 you are saying, “Knock out somebody in Emporia and Hutchinson.” 
Is In & Mr. Epmonpson. No; we are just meeting competition. 
who is Mr. Kirrrie. Thank you very much. 

; Mr. Buatr. Mr. Chairman, may I please amend the request, insofar 
bakeries } 4s the number of cities is concerned, not to relate to the 24 cities shown 
oratory | on the table but rather the cities in which Campbell Taggart has 
hey also | plants? 

Then, in Senator Keravuver. Anything else? 
ticular Thank you very much, Mr. Edmondson. 
earch as Mr. Epmonpson. Thank you, sir. 
ea Keravver. We stand in recess subject to further call by the 
nair. 
fore we (Whereupon, at 11:55 a.m., the committee adjourned, subject to 
as City. | call of the Chair.) 
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TUESDAY, JULY 7, 1959 
U.S. Senate, 


SUBCOMMITTEE ON ANTITRUST AND Monopoiy 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcomimttee met, pursuant to recess, at 10: 10 a.m., room 312, 
Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators dane (chairman) and Hart. 

Also present: Paul Rand Dixon, counsel and staff director; Donald 
} McHugh, counsel; Peter N. Chumbris, counsel for minority ; Theo- 
dore T. Peck, special counsel for minority ; Nicholas N. Kittrie, special 
counsel for minority; George E. Clifford, assistant counsel; ‘Thomas 
C. Williams, attorney; John M. Blair, chief economist; Walter S. 
Measday, economist; Paul S. Green, editorial director; and Gladys 
E. Montier, clerk. 

Senator Kreravuver. The committee will come to order. 

Our first witness this morning is Mr. Joseph A. Beck, an able and 
distinguished attorney from Pittsburgh, Pa. 
Mr. Beck, we are glad to have you with us. 
Will you proceed ? 


STATEMENT OF JOSEPH A. BECK, ATTORNEY, PITTSBURGH, PA. 


Mr. Beck. I suppose the first thing I should do is to identify my- 
self. 

Senator Keravver. Yes, sir. Identify yourself and tell us whom 
you represent, or whom you have represented in the past. 

Mr. Beck. My full name is Joseph A. Beck and I reside in the Fox 
Chapel district of the city of Pittsburgh. My office is at 1108 Park 
Building, Pittsburgh, and I have been in the general law practice for 
over 50 years. I know something about the bakery industry because 
for over 25 years I have represented independent wholesale baking 
companies. In my early days I have been a teacher of economics 
and political science, and so for many years have been interested in 
the antitrust problem. 

You asked me to tell you who some of my clients have been. I am 
here speaking for myself alone, but there is no need to conceal the 
fact that I was general counsel for Braun Baking Co., of Pittsburgh, 
which recently sold out to Continental, and I have represented Key- 
stone Bakery, Inc., of West Bridgewater for a good many years since 
it was organized. But in coming here I am speaking for myself alone 
and not on behalf of any client, in the hope that my knowledge of the 
industry may be of some help to this committee in the investigation 
which it is now pursuing. 
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Senator Krrauver. We appreciate your presence, Mr. Beck. 
Mr. Beck. I think this committee is first interested in why there is 
such a great mortality of independent wholesale bakers. To begin 
with, I have not undertaken to collect the statistics on the subject. 
There are some statistics already in your record, but I doubt very 
much whether your record is complete on the subject. My under- 
standing is that the mortality has been surprisingly great. Although 
I know one witness a couple of weeks ago indicated that there has not 
been a great mortality, but I think he has not given you the full facts. 

Now why has there been this mortality? ‘There is always, of course, 
the common reason that some managements are inefficient. That is 
true in the baking industry as well as others. 

Then there have been mergers and purchases. The merger, of 
course, doesn’t always take the form of a legal merger. Very often it 
is a case of a large national operating company purchasing either the 
property or the stock of one of the independents. 

In the early days when they were formed, say, around about the 
early 1900’s, each of them thought they were going to establish a 
monopoly of the entire industry, and they began buying up what they 
thought were the key bakeries, figuring that the independents would 
become eliminated. After a period of time that ceased. But of recent 
years there has been a considerable number of purchases and mergers, 
increasing the power of the nationally operating companies. 

Then in the third place the national operating companies have in- 
dulged in unfair trade practices of one kind or another, primarily in 
the nature of price discriminations, which has hurt the independent 
wholesale bakers and put some of them out of existence. 

And then more recently we have had the development of the chain- 
stores which operate their own bakeries, sell their bread at a ridicu- 
lously low price, and very often use the cheap price of bread as a loss 
leader to attract other business. 

Of course that means that the wholesale bakery industry has been in 
distress. The result of it is that we have the baking business getting 
into the hands of a few, which is probably not advantageous to the 
Nation, as it is dangerous particularly in times of war, and it certainly 
tends to destroy our free enterprise system. 

Now the second matter which your committee is investigating is that 
of administered prices. Of course there is a similarity of prices in the 
wholesale baking industry in almost every marketing area, and the 
established prices are not changed frequently. Therefore, it looks 
as if there may be some kind of a price agreement of a monopolistic 
character or of the kind of price agreement which the antitrust acts 
have pretty well destroyed. Asa matter of fact the similarity of price 
is probably proof of the very severe competition in the wholesale 
baking industry. Each producer is struggling for the maintenance 
of its existence in the hope of achieving a reasonable profit. Wher- 
ever the independents exist, there need be no worry about administered 
prices in the baking industry. Where the independents do not exist, 
it isa proper subject for inquiry. But so long as this wholesale baking 
industry is meeting the competition of the low price of chainstore 
bread, the probabilities are that the similarity of price in the whole- 
sale baking industry is not a matter of national concern or a matter 

requiring the attention of this committee or of Congress. 
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But there are some matters in the situation which do require atten- 
tion, and the first one of course is this matter of chainstore bakeries 
operating their own bakeries and selling their own bread at a ridic- 
uously low price. Anybody who has given any thought to the sub- 
ject and who is interested in preserving the free enterprise system 
realizes that that is a situation which requires some action, and for 
several years I have been very strongly of the view that that situation 
must be met by some legislation which will prohibit the chainstores 
from owning and ae their own bakeries. That is perhaps a 
radical thing but it is probably essential if we are to maintain the 
existence of independent wholesale bakeries and particularly if we 
want a free enterprise system. The economic advantages of the 
chainstores, their large parking areas, the fact that they seem to fit 
in with the established modern custom of people driving Friday night 
to the chainstore and loading up with their groceries for the week and 
buying a supply of bread for several days and coming back during 
the middle of the week to supplement that supply, with the lady 
getting out of her car and walking a relatively short distance to the 
chainstore, instead of trying to go to the specialty grocery stores 
where there is no adequate parking, you must expect that the chain- 
stores are going to become more and more common and have more and 
more control of the food business of the Nation. 

As I see it, the only thing that ought to be done is by a properly 
worded act to prohibit chainstores from manufacturing and selling 
their own bread. It, of course, ought not to be done overnight. Hav- 
ing permitted it to develop, you must give them a reasonable time, as 
a matter of justice and right, to amortize their investment and get 
the depreciation of their established unit. But eventually the situa- 
tion must be met. 

And no matter how drastic it may appear to be, I am inclined to 
think that ultimately Congress, upon whom the duty rests of estab- 
lishing the economic policy of this Nation, must pass legislation of 
that character. 

You may say “Will it hurt the poor? Will it increase the price 
of bread and other products?” 

Why, of course, it will probably increase the price of the bread 
which is sold in these chainstores, but the chainstores get their money 
from their customers in the prices of other products, for obviously 
they must do that or they could not exist. 

Next, what to do about mergers and purchases which ultimately 
threaten to destroy our free enterprise system. Certainly every Mem- 
ber of Congress appreciates that we can have no free enterprise sys- 
tem unless we have free enterprisers, and we will have no free enter- 
prisers if all independents are bought up and are absorbed by one or 
the other of the national baking companies. Therefore, it seems to 
me that you must do something a little drastic on the subject of 
mergers. 

You must absolutely prohibit them, unless they demonstrate their 
mergers or acquisitions are in the public interest. 

That is to say they must show the merger or acquisition is in the 
public interest. 

In the wholesale baking industry you do not have a situation where 
combinations are of great advantage, as for instance in the steel 
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caaeeiny where vertical combinations have a very definite advan- 
age. 

The wholesale baking industry is essentially a local industry, and the 
national pean companies have no economic advantage, as I think 
the testimony already before this committee demonstrates. Therefore, 
as I say, if we are to preserve the free enterprise system, we must pro- 
hibit mergers and purchases unless it is shown that they are in the 
public interest. 

Then _ come to the question which has troubled so many of the 
independent wholesale bakers, and that is this matter of unfair trade 
practices. Now of course anybody who knows the history of the anti- 
trust laws knows that we had the Sherman Antitrust Act in 1890 and 
that it was ineffective until Chief Justice White made it effective by 
establishing the rule of reasonableness, which made the act really 
enforceable. Then in 1914 Congress passed the Federal Trade Com- 
mission Act. But the Federal Trade Commission has become rather 
old. Its procedures have become obsolete. 

It takes too long to get any action, and in some way or other the 
Commission must be stimulated to more effective action. Then came 
the Clayton Act of 1914 which was passed the same year as the Fed- 
eral Trade Commission Act. That is 45 years ago. 

The world has moved onsincethen. It is true that in 1936 Congress 
did adopt the Robinson-Patman Act and to those of us who had been 
on the Seine line undertaking to defend the independent wholesale 


bakers, the Robinson-Patman Act was a tower of strength, because 
when one of the national baking companies came into your area and 


undertook to adopt some unfair trade practice, you could waive the 
Robinson-Patman Act at them and tell them, “You had better stop” 
and usually they would stop and a simple letter would accomplish the 
purpose, as I know from actual experience in a score of instances. 

But what have we seen? We have seen the Robinson-Patman Act 
whittled away. It probably was not too well drafted to begin with 
because, like every act of Congress, it is more or less of a compromise. 
Even as late as 1936 Congress perhaps didn’t have all the help it ought 
to have in the way of legislative draftsmanship. I think it is proba- 
bly true that the Robinson-Patman Act was not the best drafted piece 
of legislation. And it has been whittled away by court decisions, 
but anybody who thinks that it has not been of importance in main- 
taining a free enterprise system hasn’t been on the firing line to know 
that it did accomplish its purpose. 

Unfortunately, probably because the 7ndiana Standard Oil case was 
not well argued, the Supreme Court by a divided Court put an inter- 
pretation upon that act [Robinson-Patman Act] which has been tre- 
mendously harmful. The testimony of witnesses of the baking indus- 
try before this committee show, if you analyze the testimony which 
you already have in your record, that as a result of the ndiana Stand- 
ard Oil decision the protection to the independents, which was afforded 
by the Robinson-Patman Act, has been lost. AJl this talk you appreci- 
ate, gentlemen, that the important thing is to preserve competition 
is just nonsense. That is the argument of the antitrust experts, many 
of tremendous competence who have devoted a lifetime to a study of 
this subject, and have an expertness which is to be admired, and they 
have seized upon that proposition, as if competition is the important 
thing in the world. 
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But that is not the desideratum at all. And, unfortunately, even 
your preamble to S. 11 indicates that the competition is the essential 
desideratum, but that is not necessarily so. 

Now, finally, ou have S. 11 before you. I know that this com- 
mittee has already made its report on the subject, but what Congress 
will do, the Lord knows. 

I would like to say a word in favor of S. 11 while I am here. It 
might have been better worded. It perhaps has some words of a little 
indefinite meaning taken from the older acts but those words of in- 
definite meaning have become pretty definite in their meaning as a 
result of what has been said by the courts and the Commission, and 
you ought not to entirely abandon words which have been inter- 
preted. If you would use other words which have not as yet been in- 
terpreted people would not know where they are. Anybody who is 
interested in preserving our free enterprise system ought to do what- 
ever they can to do the little bit which S. 11 will accomplish. 

It perhaps should be more, but at least it is something, and at the 
present moment the people who are interested in monopolizing things 
are in a dominant position. 

They have secured some public support; they have had letters writ- 
ten and those letters have been stimulated. Nevertheless, they have 
had their influence. This very S. 11 has been limited now to food and 
cosmetics and drugs. 

It is limited by its very language. And yet think of the difficulty 
you are having in getting that bill through Congress, and that is only 
a simple thing. It is not anywhere nearly what is needed to meet 
the situation, and I hope that passes. 

Whether I have been of any help to this committee, I do not know, 
but I have been pleased as a matter of public duty to come here and 
give you the benefit of my views.. 

Senator Kerauver. Thank you very much, Mr. Beck. 

Mr. Dixon ? 

Mr. Dixon. Mr. Beck, with reference specifically to some of the 
pricing practices that we know presently exist in the baking industry, 
there are two charts right to your left, sir, that indicate the various 
prices that the Ward Baking Co. and the Continental Baking Co. 
were charging at their plants in September 1958. Dr. Blair can point 
out some of those variances to you. I would like to ask you if you 
would care to comment on the different prices that exist at those dif- 
ferent localities? 

(The charts referred to may be found on pp. 6247 and 6151.) 

Dr. Buatr. These prices, by way of introduction, Mr. Beck, are 
wholesale prices expressed in terms of a 1-pound loaf. At Pitts- 
burgh, Pa., Ward Baking Co. had a price of 17.4 cents a pound. At 
Cleveland, Ohio, they had a price of 17.2 cents. At Youngstown, 
Ohio, a price of 15.6 cents. Would you care to comment as to the 
possible reasons for such a difference in price? Could it have been 
due to differences in cost ? 

Mr. Becx. No. The costs at Youngstown before 1958 in some 
respects were lower. By the date you mentioned in 1958 I would say 
costs in Youngstown were higher than costs in Pittsburgh. Now 
then, you may say why is that situation there? And, of course, there 
you are dealing with a local situation in which one of my clients is 


6324 ADMINISTERED PRICES 


very directly involved; namely, the Keystone Bakery, which is in 
West Bridgewater. And, of course, it is suffering from that low 
price in Youngstown 

Mr. Drxon. Mr. Beck, who established that low price, do you know? 

Mr. Beck. Well, it is one of the prices that did not advance suffi- 
ciently high, as much as it should. For years, many years, the dif- 
ferential has been 1 cent a loaf between Youngstown and Pittsburgh. 
It is now 2 cents a loaf, and there ought to be no differential. Now 
why was it established there ? 

My client, the Keystone Bakery, has always been interested in mak- 
ing certain that the price of its product was not excessive. He was 
never one of the men who was urging a high price for his product. 
He thought he owed it to his customers and his consumers to keep 
the price of his product low, and he was always somewhat of a thorn 
in the flesh of the Pittsburgh Bakers Club, from which he withdrew 
some years ago. 

In Youngstown it happens that there is a bakery operated by a 
rather elderly lady who thinks that she ought not to raise her price 
for fear she loses her business. As she told me one day, “I raised m 
price once and I found I lost a lot of business and I am not doing it 
again.” But with the situation as it is, she is probably operating near 


the break-even point and would probably want an increase in price, 
and I venture to say that the immediate situation is that Continental 
is probably refusing to allow the price to rise to its normal level. 

Mr. Drxon. Is it your testimony that several years ago these two 
independent bakeries established this low price and were making 


money at that time, and then the big national wholesaler came in and 
met that price? Today is it desirable on the part of the independent 
to raise prices but the big wholesaler won’t go up? 

Mr. Beck. At least one of them, that is true of. What Ward’s 
attitude is I don’t know and I am not sure that Continental has taken 
a definite position on the subject. It is one of those things that peo- 
ple, as is said by the businessmen, we have a right to discuss costs but 
we may not discuss prices. 

Mr. Buatr. Mr. Beck 

Mr. Brcx. And they discuss costs, and by discussing costs they see 
that their price is not much more than their cost, it is only the com- 
monsense conclusion that we ought to have a raise in price. 

Mr. Bratr. When this elderly lady as you said raised her prices 
some years back, did Continental and Ward raise their price also or 
did they keep their price at the same level ? 

Mr. Beck. I think they all raised at the time, and she lost some 
competitive advantage she had in the undercutting price which she 
then had. There are all kinds of tricks in this trade and each local 
situation has to be carefully studied, and it changes from year to 
year. 

Mr. Cuumerts. By the privilege of undercutting, do you mean that 
she always established the price lower than the major bakeries? 

Mr. Beck. I would say not established a price. Let me put it this 
way: Confiidential discounts or the equivalent. You see, you can do 
that, and don’t think some of these bakers don’t do that at times. 
For instance, take right now if you read Mr. Jackson’s testimony, as 
I did last night until about 1 o’clock. Ward’s notion is that they had 
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their advertising and promotional 5-percent discount. The Federal 
Trade Commission says abandon it. The Pittsburgh manager sent 
me a copy of a letter dated December some date in 1957 in which he 
said “We are abandoning.” ‘Then I get the information that Ward’s 
representatives called up their customers and said, “You are still go- 
ing to get your discount. Forget about that letter.” 

And if you analyze Mr. Jackson’s testimony, as I think it is subject 
to analysis, unless I misread it late last night, that he sends out this 
letter abandoning this advertising and promotion discount that the 
Federal Trade Commission prohibited, and the very next day he es- 
tablishes a discount to meet competition of the same amount. 

Mr. Dixon. He is doing it in the name of meeting competition ? 

Mr. Beck. Yes. 

Mr. Dixon. Today? 

Mr. Becx. Yes. 

Mr. Dixon. In other words, on the first thing he was doing, he had 
to be subject to section 2(d) of the Clayton Act? 

Mr. Beck. Yes. 

Mr. Dixon. And now he is meeting the price? 

Mr. Becr. Yes. He is all right under the Standard Oil case. 

Mr. Drxon. That’s right, but—— 

Mr. Brcx. Of course, as you well realize, that 5 percent on $0.20 is 
about a penny, and if he gives a 5-percent discount to a lot of custom- 
ers, he has only got a 1-cent differential between his price in Pitts- 
burgh and his price in Youngstown. 

Mr. Dixon. You spoke about the new competitive effects that are 
being brought into the bakery industry from the chainstores. It has 
been testified here that these same chainstores not only compete with 
the wholesale bakery but are their best customers. 

Mr. Beck. That is what the president of Continental said and I 
am not certain to what district he was referring. He may be referring 
to certain areas where the chainstores did not operate their own 
bakeries, and of course their product would be there. 

Now, these chainstores do permit some independents to sell some of 
their products in their stores, and my clients want to get into the 
chainstores, of course, and increase their volume and sell their bread 
at the regular price. 

The chainstores don’t mind that so much because if you see on the 
counter of a chainstore a loaf of bread selling two loaves for 31 cents, 
which is 15.5 cents, and alongside of it you see a loaf of somebody else 
selling for 20 cents, what will the housewife say ? 

She will say “Somebody is trying to gouge me.” I am not sure it 
is particularly advantageous to have that loaf alongside of the cheap 
loaf of the chainstore. But the chainstores have some wrinkles in 
their situation also. They price pretty high their specialty breads. 
And so if you take the specialty breads of the independents and put 
it alongside of the specialty bread of the A. & P., for instance, the 
differential in price is not so great. 

Mr. Drxon. We heard these statements, sir, that these chainstores 
do sell the wholesale bakery bread at the higher price, as you have 
indicated. 

Mr. Becr. They do. 
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Mr. Drxon. But at the same time they demand rebates or discounts 
or payments in the name of promotional allowances, “under the table” 
and “over the table” and every other way. Do you understand that 
condition to prevail in the industry ¢ 

Mr. Breck. Some places, and of course you can’t blame the chainstore 
if Ward is giving 5 percent to its large independent supermarkets, 
why shouldn’t the chainstore get that 5 percent too whether they get 
it by reducing 5 percent on the invoice or by getting a return check? 
I was rather surprised of Ward adopting that practice of collecting 
the invoice in full and then sending out rebate checks, which is a 
— that is silly. 

Mr. Dixon. Ward said they engaged in such practices because that 
is the way the chainstores wanted it. 

Mr. Beck. Well, there are some of them that do. For instance, if 
I would go out in a territory to find out just who was getting the 
Ward 5-percent discount, I would have a little trouble getting that 
information. 

Mr. Drxon. I recollect one situation that existed in the general 
vicinity of Pittsburgh. Bread was baked in Pittsburgh at a plant 
price of 17.4 cents. It was transshipped down to substations. 

Mr. Buatr. At Uniontown? 

Mr. Drxon. At Uniontown. From there it was put into route 
trucks and sold along a route into the West Virginia area, down into 
Morgantown and Fairmont, and at that locality the price was 14.1 
cents per pound. Can a small independent bakery, in your opinion 
make a profit selling bread at 14.1 cents per pound, without having 
any high price area to sell in? 

Mr. Breck. Of course, I know one of the bakers down there in West 
Virignia, and he testified before the House Small Business Committee 
a couple of years ago, and I thought at the time, and I so told him, 
that he ought to take up with his attorney the advisability of startin 
a proceeding against Ward to remedy that price discrimination whic 
was very obviously opposed to his interest. 

Mr. Drxon. Ward told us he was meeting that price, that he did 
not establish it, that the price was established there by the independ- 
ent. Do we again have the situation where that price was established 
years ago, perhaps when the independent could make money at that 
price, but later the big wholesaler wouldn’t go up? 

Mr. Beck. Probably, probably. Each of these local situations—you 
are Mr. Dixon, are you not? 

Mr. Drxon. Yes, sir. 

Mr. Brox. Must be specifically studied by itself, and as I said, it 
varies from time to time, and if you undertake to bring a proceeding 
before the Federal Trade Commission or before the U.S. district court, 
bring a treble damage case to see where you can also get, as I started 
out to do one against Ward a couple of years ago, which I discon- 
tinued later, hoping that the situation would clear itself because some- 
times by negotiation you can get a better result than you can by court 

action or commission action, the thing just gets to be almost im- 
possible. 

oe Drxon. In the Pittsburgh area they raised their price, is that 
right ? 

Mr. Beck. Yes, sir. 





A pte 


| S&S Cf TE bel i ws Oe feed te, OOO OO 


~ 8 tee 


Pm we a ee 


as 


unts 
ble” 
that 


store 
kets, 
7 get 
eck? 
ting 
is @ 


that 


2, if 
r the 
that 


neral 
rlant 


route 
into 
14.1 
inion 
wing 


West 
Littee 
hin, 
rtin, 
vhic’ 


e did 
pend- 
ished 
, that 


—you 


id, it 
eding 
court, 
arted 
iscon- 
some- 
court 
t im- 


s that 


ADMINISTERED PRICES 6327 


Mr. Drxon. But they did not raise it in this depressed area? 

Mr. Beck. No. 

Mr. Dixon. When we asked why that was so, they said that in both 
instances they were meeting competition. Do you understand that a 
company has to raise its price to meet competition ¢ 

Mr. Breck. Well, that expression of course, which the president of 
Continental used, may be merely an expression in the trade and not 
open to the sinister interpretation which somebody else might put 
upon it. Personally I would not put that sinister interpretation upon 
it. But what I would point out to this committee is this: That in an 
area like Pittsburgh, a metropolitan area of that sort, you can, by 
friendly visiting and whatnot, you can get everybody in line. For 
instance, Braun Baking Co. was always a very strong independent. 
It always went along with the higher price. Why not? 

Get more money, make more money. It never resisted any endeavor 
to fix a fair price. In these outlying areas where you have got the 
active independents, which these national companies fundamentally 
would like to break and put out of business—and don’t think they 
haven’t that idea. You might have difficulty in proving, as Mr. 
Dirksen’s substitute amendment would have. hs one of the subdivi- 
sions of the substitute amendment he used the expressions “proved 
the actual intent,” “was made with the actual intent of eliminating 
competitors.” 

How would you go about proving actual intent in a suit of that sort. 
It just could not be, it just could not be done. 

a must have some enlightened administrative body to enforce 
this thing if we are going to preserve in this country this free enter- 
prise system, and if we don’t, you will have to establish a price con- 
trol system, and ultimately you will come to the Russian program, 
an absolute dictatorship with compulsory labor. I may be gloomy in 
my outlook but that is the way I see it. 

Senator Kreravuver. Anything else, Mr. Dixon? 

Mr. Drxon. That is all I have. 

Senator Kerauver. Mr. Chumbris, you have some questions? 

Mr. Cuumepris. Mr. Chairman, I did have several questions I 
wanted to ask. But I notice some of the statements that Mr. Beck 
has made were conjecture. He said he does not know but he hears 
from here and there. I think we would just get into such a long de- 
bate—some of the subjects he goes into are S. 11, unfair practices of 
the Federal Trade Commission, and so forth-_that I think I will just 
let the record stand as it is. 

Senator Kerauver. Mr. Peck? 

Mr. Peck. No, thank you, Mr. Chairman. I have no questions. 

Senator Knrauver. Mr. Kittrie? 

Mr. Kirrrie. No, thank you, Mr. Chairman, I have no questions. 

Senator Keravuver. Thank you very much, Mr. Beck. 

Mr. Brcx. Thank you. 

Senator Krravuver. We appreciate your presence and your state- 
ment. 

The next witness is Mr. John E. Lange, general manager, American 
Bakers Cooperative, Inc., Teaneck, N.J. Mr. Lange, you have several 
people with you. Each of these gentlemen represents a bakery that is 
In your association ? 
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STATEMENT OF JOHN E. LANGE, GENERAL MANAGER, AMERICAN 
BAKERS COOPERATIVE, INC., TEANECK, N.J., ACCOMPANIED BY 
FREDERICK B. BRYANT, ATTORNEY ; JOHN T. McCARTHY, ASSIST- 
ANT GENERAL MANAGER, AMERICAN BAKERS COOPERATIVE, 
INC.; R. J. LEWIS, LEWIS BROS. BAKERY, INC., ANNA, ILL; 
HAROLD HARTFORD, THE HARTFORD BAKERY, INC., EVANS- 
VILLE, IND.; DONALD ROSKAN, ROSKAN BAKING CO., GRAND 
RAPIDS, MICH.; DONALD DEANS, RENTON BAKING CO., NORTH 
ADAMS, MASS.; AND BOB JUNGE, JUNGE BAKING CO., COFFEE- 
VILLE, KANS. 


Mr. Lanae. Each one is an owner or a manager. 

Senator Kerauver. Mr. Lange, you have a prepared statement 
which has a number of exhibits and tables, all of which will be made 
a part of the record, so will you proceed ? 

Mr. Lanes. My name is John E. Lange. My home and business 
office are in Teaneck, N.J. Trained in the accounting field, I have 
been engaged in the management phase of the baking industry since 
1925. My first position in the baking industry was with an account- 
ing organization as a staff man installing cost and accounting sys- 
tems, making various types of bakery surveys, analyzing bakery op- 
erations to correct inefficiencies, and at times managing bakeries on a 
temporary assignment basis. 

I was also the comptroller for approximately 314 years for Stroeh- 
mann Bros., Inc., which had five bakery plants. From 1935 to 
1949, I organized and operated my own accounting firm, which spe- 
cialized in cost and accounting work for wholesale bakers. In 1949, 
I organized the American Bakers Cooperative, Inc., a management 
advisory organization dealing with every phase of bakery operations. 
Today, I serve the cooperative as general manager. I am accom- 
panied by my assistant, Mr. John McCarthy. 

This cooperative owns no bakeries but counsels its various members. 
It was founded in 1948 and began doing business as a very small 
group of independent wholesale bakers, in an effort to equalize them- 
selves in competition with the major bakery organizations which were 
then existent. 

Our organization is a nonprofit cooperative. We are governed by 
nine men constituting our board of directors, all of whom are bakery 
owners or managers of independent bakery plants and members of our 
organization. 

Throughout our existence, we have strictly adhered to the original 
objective for which we were organized; namely, to strengthen each 
individual baker member in competition with the very large bakery 
organizations. Actually, our organization provides the services and 
functions that various department heads in a large chain bakery 
would have in their general offices for the benefit of the individual 
plants in their organization, such as head production man, head sales 
manager, etc. 

We have built a service organization comprising four major de- 
partments—all staffed by highly skilled and trained personnel. Amer- 
ican Bakers Cooperative is able to furnish its individual members, 
which can be classed as small bakers, with advice and guidance that 
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is comparable to the largest bakeries in the country in the following 
functions: Accounting and cost control service, advertising, dealer 
relations, laboratory, management, personnel, production, sales pro- 
motion, and sales of supplies and ingredients. 

We issue a comparative cost report every 4 weeks to our members, 
showing the figures of each of the plants in our organization as com- 
pared with the other plants. This 1s broken down insofar as the vari- 
ous size groups is concerned. The comparative cost report allows each 
plant to compare its performance with other plants of a similar or 
almost similar nature. 

This then allows us to analyze a plant’s operation and to improve 
its efficiency. This service is augmented by the advice and counsel 
from our headquarter’s office through the efforts of our various field 
servicemen who are skilled and trained in their respective fields. 

During the course of the year, we will have our field servicemen in 
a plant for at least 45 days’ regular service, plus additional special 
service work. Considering all special service days rendered by our 
various departments, this represents an additional 250 days of service. 
Combining special service with regular service, we provide on an 
average 49 days of field service a year in each member plant. 

A brief description of the scope of our usual work in our main 
departments is contained in this report and is marked as schedule A. 
We have labeled these pages as “Basic Services.” 

At the present time, we have 58 bakery members operating in 30 
States, plus one nonresident member in Canada, together with 6 
plants associated with us in Canada as participating patrons, We 
similarly have one participating patron in Puerto Rico. The total 
sales volume of the group in 1958 was $102 million. 

I will not attempt to duplicate various information that has been 
given to your committee on June 17 by Mr. George Graf, the general 
manager of Quality Bakers of America, Inc. Mr. Graf has already 
informed you that Quality Bakers of America is one of three manage- 
ment cooperatives assisting wholesale bakers. The other, besides our- 
selves, is the Independent Bakers of Chicago, Til. 

As he told you, all three cooperatives are gaining in strength and 
prestige, with the three cooperatives servicing a total membership of 
258 independent bakers. 

Like these organizations, our membership operated under more than 
60 different brand names, while our large bakery chain competitors 
advertised under just one national brand each. Approximately 5 years 
ago we established a uniform trademark “Bunny” as represented by 
a caricature of a rabbit’s head. At present 22 of our plants use this 
trademark. A copy of this collectively owned trademark is attached 
and shown as exhibit B. 

This is the picture of the American Bakers’ Cooperative, Inc., which, 
as has been previously mentioned, is a cooperative devoted to fur- 
nishing bakery and management assistance to its membership. This 
is the same objective of the other two cooperatives. 

We have found by organizing a cooperative such as ours that it has 
been of immeasurable help in competing not only with other inde- 
pendent bakers, but equally effective in meeting the competitive chal- 
lenge of large chains who are growing in power and size as time goes 
on by the acquisition of other bakeries. We are not alarmed at the 
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type of competition which these large chains exert. On the whole, 
we have found, in proportion, that their type of competition might 
be classed somewhat more preferable than that of some of the inde- 
pendent wholesalers who compete against us in some of our markets, 
as well as the competition put forth by the chainstores, supermarkets, 
and so forth. 

By cooperating as a group we have found that through the exchange 
of ideas and through mutual assistance we have been able to compete 
effectively. Therefore, with three bakery cooperatives present in the 
field, any independent baker of suitable qualifications can obtain 
similar help in his efforts where group and cooperative activity can 
produce direct benefits. 

I will not attempt to deal heavily in statistical data, nor will I 
attempt to recite the figures reflecting the makeup of he wholesale 
baking industry, inasmuch as it has been given in Mr. Graf’s testi- 
mony a short time ago. I will deal primarily with conclusions which 
T have drawn from our findings. 

I do, however, wish to stress the fact that it is important from the 
composite picture drawn by Mr, Graf that the efforts of the smaller 
bakery operations must include organizing themselves into manage- 
ment cooperatives in order to offset the increasing power of the major 
national chain bakers, as well as competition from the food chain- 
store bakers. We hope, from our experience in this regard, that con- 
tinued exploration by Government agencies, as well as individual 
groups, will be put forth in order to help the small business segment 
of the baking business. Similarly, this would apply to other indus- 
tries which are discussing the cooperative movement. This form of 
cooperation will help each of the individuals concerned. We all agree 
that 1 person bringing 1 idea to a group of 12 will mean a dozen ideas 
going out of the meeting. 

While we are not afraid of fair and just competition, the strength 
of the large companies, increased by recent mergers and outright 
purchases, can lead to a force of power which will be detrimental to 
the baking industry, particularly to the small baker. This trend 
has been going on for years but, of late, has been increasing in tempo. 
Through “unfair practices, we feel that the temptation to use size by 
the larger baker might cause competition to reach a dangerous point. 

For example, as has been brought out before in these hearings, with 
a large multiple unit corporation, if they choose to make it rough 
for a baker or bakers in a given area, they could very well destroy 
a baker by selective price cutting against which a smaller baker would 
crumble in many cases. By virtue of size, the major chain could 
afford to take a loss in a given area while offsetting this loss with the 
balance of his profitable operation in other parts of the country. The 
independent baker who is limited to one market area has no capital 
reserve to fight out a price war. 

This competition can take other forms besides selective price cut- 
ting. Advertising can be excessive and often times unreasonable by 
the large national bakery corporations who, in turn, not only can 
appropriate a considerably larger budget but, at the same time, by 
syndication of advertising, can obtain their advertising material at 

a considerably lower price. This has been met to a more or less 
varying degree by the cooperatives, each of whom have their own 
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syndicated national brand. However, other independents who do not 
belong to cooperatives or to a large bakery chain are not in a position 
to secure their art work and advertising media at any reasonable price 
that an individual baker could afford. This places many independ- 
ents at an unreasonable handicap, insofar as their advertising costs 
are concerned. Here again the small baker can be plastered with 
advertising on the part of the national bakery corporation. This 
overwhelming advertising program can be ruinous to the smaller 
independent baker. 

Then there is the matter of the stale question. In the past, some of 
the larger bakery corporations have been loading the market with 
their bread using the “pile psychology” in order to attract the consumer 
to take the bread from the largest pile. The stale factor in our 
industry is an extremely expensive factor, and, in past years, has been 
increasing percentagewise. The practice of many companies has 
been to crowd off bakers from the display shelves by putting more of 
their bread on the shelf to the point where the independent wholesale 
baker’s displays are dwarfed by comparison. If the small independ- 
ents attempted to match these large bread displays, it would mean 
financial ruin for them, by either excessive loss in stale or by cutting 
down their displays to a point where they would no longer have 
any sales. 

With all of these various changes which have caused competition 
to become keener and keener—and with rising costs in such areas as 
salesmen’s pay, heavy stale loss, vehicle costs, decreased poundage be- 
ing delivered on the individual trucks of the independent operator, 
these factors have all tended to dishearten many of the smaller bakery 
operators. They, in many cases, have gotten to the point where they 
feel that the effort has become too great to carry on further. With 
less profits in the offing, they feel it would be better to get out while 
they still have something to salvage. Therefore, why not sell to one 
of the other fellows? It seems now that the only other fellows that 
can buy their plants are the larger national bakery corporations. 

It is evident that whatever can be done to minimize constant cost 
increases should be done now. The baking industry has been con- 
stantly striving to do this but the solutions appear slow in coming. 

It may very well be that the baking industry will be forced to adopt 
other methods of distribution, such as platform selling where the 
grocers would call for their bread at the platform of the bakery and 
obtain their merchandise at a reasonable so-called platform price. 
With union restrictions and requirements, it may be that the grocer 
could pick his bread up at the bakery at a lesser price than the baker 
can deliver it to the same grocer’s store. Certainty the bakers cannot 
have a lot of their own stores in order to sell their bread. However, 
the baker can set up focal points to which a large supply of bread 
could be delivered, the grocer might find these various bread pickup 
points more accessible for them to purchase their baked foods. This 
suggestion is still in its infancy in the baking industry. Of course, 
many bugs would have to be ironed out before this plan would work. 
It may possibly be that the bakery driver’s union might object. 

As you are aware from the testimony which has been given to you 
by executives from various major bakery concerns, the baking industry 
is one of the most highly competitive industries in the country. Prices 
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on practically everything purchased by the average consumer have 
been rising constantly since the end of World War II, but the baking 
industry is one of the few industries which has actually seen prices in 
isolated markets dwindle to the point where a 1-pound white loaf is 
being sold for as low as 10 cents. 

In large measure, this phenomenon has been a direct result of the 
competitiveness which the baking industry has evidenced in recent 
years. For example, if one leading baker in a marketing territory 
cuts his price on his leading loaf, he will have a distinct advantage to 
the point where shoppers will purchase his bread over the product 
being sold by his competitors. His competitors have no other recourse 
but to follow his lead and to reduce the price of their leading loaf by 1 
cent also. 

The economics of the industry are such that if a baker were to hold 
his price in face of a price differential of 1 cent, he would lose sub- 
stantial sales to the point where his bakery production would have 
to be curtailed. Confronted with a fixed overhead as to plant opera- 
tion, as well as to labor, an independent baker who attempted to hold 
the price line would inevitably lose money. He thus has no alterna- 
tive other than to meet his competition and to reduce his price 1 cent. 
In other words, he would stand more to lose by cutting back on pro- 
duction as a result of lost sales than he would by actually reducing the 
price of his bread by 1 cent. 

Now leaving our discussion of wholesale bakers and going on to 
the subject of the grocery chainstore bakers, I would like to bring out 
the fact that therein lies a considerable amount of concern, present- 
ing many problems not only for the independent baker, both large 
and small, but also for the national wholesale bakers ‘around the 
country. 

Our wholesale baker member’s main job is to sell bakery products 
to grocery stores and to service the departments which handled baked 
products in these stores. These stores then sell these baked products 
to the general public. : 

The number of chain food stores in the supermarket category have 
been increasing to the point where the concentration of business and 
buying power in the hands of the food chains and supermarkets has 
been almost fantastic. This concentration has been the greatest single 
known cause for the elimination of many small grocery stores. With 
the concentration of food sales in a few number of outlets, the re- 
sult, has been to reduce the number of grocery stores, so that unless 
the baker can sell his product to the supermarket or chain food store, 
he is forced to reduce the amount of business that he can do in a 
given area, 

Without going too deeply into the figures, supermarkets in this 
country are doing well over 50 percent ‘of the food volume in our 
country. Major food retailing chains alone did 37 percent of the 
business. 

According to a recent article which appeared in the June 29 issue 
of the Wall Street Journal, the Federal Trade Commission pointed 
out that the major food chains led by National Tea Co. stepped up 
their purchases of retail food stores sharply during the past 4 years. 

The FTC, looking at the merger trend in the food industry over 
the past decade, said the chains concentrated 75 percent of their 
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acquisitions of new outlets in the 4-year period ended last year. The 
figures: 1,678 stores acquired in the past 4 years, compared with only 
250 in the previous 6 years. 

National Tea Co., which acquired 485 stores; Winn Dixie Stores, 
Inc., 306 stores; Kroger Co., 130 stores; and Grand Union., 128 stores; 
topped the list of chains most active in acquiring new stores. 

Sales by these major food chainstores jumped 118 percent in the 
decade ended last year, compared with a gain of 72 percent for all 
retail food stores. 

I bring up these statistics to show you that the major food chains 
have become more power“ul in recent years primarily through mergers 
and outright purchases of regional chains. They have become so 
large that the FTC earlier this year brought antimerger complaints 
against both National Tea and Kroger. Both complaints are still 
pending. 

Senator Keravver. Do you prefer to finish your statement or will 
you answer questions as we go along ? 

Mr. Lance. Whatever you desire, Mr. Chairman, is all right with 
me. 

Senator Keravver. Mr. Chumbris has a question at this point. 

Mr. Cuumpris. Mr. Lange, would you say that your problem with 
the growth of the chains in this country is greater than the problem 
you are facing with the eight major wholesale bakeries? 

Mr. Lance. Many of these major food chains have set up their 
own bakeries to produce baked food products for their retail outlets. 
This, in itself, would not have been too harmful to the small inde- 
pendent baker had not the major food chains imposed certain restric- 
tions upon the independent baker, who is interested in selling his 
product in their stores. Since the major food chains had to overcome 
the stale problem by virtually selling off their entire stock of bread 
every day, they restricted the independent wholesale baker to a mini- 
mum of display space in their average market. In some cases, they 
did not permit outside bakers to sell their products in their markets. 
The net effect of this type of restriction was that it further curtailed 
the sales of the independent baker. 

The food chains further complicated the situation for the inde- 
pendent baker by pricing their 1-pound white loaf in many markets 
at 15 cents a loaf, or two for 29 cents. The major chainstores were 
able to do this, since they were in a position to substantially reduce 
distribution costs by, first of all, drop shipments of bread and other 
food products to their stores, and, second, by eliminating the stale 
problem. I do not wish to dwell too long on this point since Mr. 
George Graf in his testimony several weeks ago pointed out the sub- 
stantial difference between the number of units of bread delivered by 
a salesman of an independent small baker, as contrasted to the num- 
ber of units delivered by a driver for a food chain-bakery operation. 
The result is that they have possibly effected economies which have 
permitted them to sell bread in many markets at 15 cents a loaf. 

With the differential in price of a loaf of bread which averages 
out to 5 cents per loaf, the wholesale baker, both the national chain as 
well as the independent, must attempt to do something which will 
equalize this price differential and, in addition, take such action as 
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will enable him to possibly get his merchandise into the chainstores 
and supermarkets. 

In his efforts, a baker may think of a plan to do just that. How- 
ever, in so doing, he might possibly take some action that will throw 
out of joint the bakery business in that market, As an illustration, 
they may decide to give some sort of a premium in order to attract 
customers or possibly equalize the price to some degree. That pre- 
mium might take the form of a coupon that will give back 1, 2, or 
more cents to the person presenting the coupon to the grocer. This 
is then reimbursed by the bakery putting these coupons out. It may 
also be possible that the baker in giving a premium might, for a 
given number of coupons, or for a given number of coupons plus a 
few cents, give out such things as a hand towel, a certain type of dish, 
silver, or the like. Naturally, other wholesale bakers cannot afford 
to allow this particular competitor to continue this type of selling, 
without countering with a similar premium plan. Otherwise, they 
would begin to lose sales. 

As a self-defense measure, the other bakers in the area will then 
take retaliatory measures and give something as a premium of even 
more value. This can go on and on until, as it has been done in years 
gone by, the baker was selling the premium and throwing in a loaf of 
bread in the deal. 

Tf the baker starting these unfair practices would only realize that 
his competitors are not going to allow him to get away with extra 
advantages for very long and that they themselves will use retaliatory 
measures which will ultimately level off any advantages, this baker 
might save his particular market and the industry, as a whole, a great 
deal of money, which ultimately could be passed on to consumers. 

I believe that I cannot be criticized when I say that a sound stable 
business whose products are reasonably priced, with an adequate 
margin of profit, would benefit not only the seller of the product but 
would also benefit the community. 

The food chains which operate their own bakeries force other chain 
grocers, who do not have their own bakeries, to demand from the 
baking industry, as a whole, price concessions or other types of advan- 
tages to enable them to compete effectively with the chainstores who 
have their own bakeries. 

Under our present method of distribution, we must deliver our 
products to these particular chain grocers who do not operate their 
own bakeries. Our cost of delivering is approximately 31 percent 
of net. sales. This is partially caused by a high salesman’s salary and 
commission which the wholesale baker is obliged to pay to deliver to 
individual grocery stores as compared with the salary of a delivery 
man who drives a large vanload of products to a given point, operated 
by the food chain. 

T know of no cost figures that are available on any of these chainstore 
bakers. T do, however, know that one of their transports can hold 
enough baked products to serve 14 normal wholesale routes. Each 
of the two drivers on this transport receives $100 per week or a total 
of $900 weekly. This compares with a wholesale bakery onerator, 
emnlovine, on an average, 14 driver-salesmen at $106 each for a 
total of $1,484, with an operating differential of one transport as 
onnosed to 14 route trucks. 
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It has been the contention of some of my associates, as well as 
myself, that the bakery unions are showing a degree of discrimination 
by not having the driver of a vanload of bread paid a commission on 
the baked goods he delivers, inasmuch as the union insists that the 
driver salesman on a delivery truck receive a commission. This would 
help, at least, to equalize part of the 5-cent difference per loaf that now 
exists between the two types of operation. 

As I previously stated, I do not know any of the costs of the chain 
grocery stores that operate their own bakeries. While I admit that I 
do not know whether the lower cost of delivering their merchandise 
to their particular delivery points is the sole reason for the price 
differential that exists between their retail selling price and the 
independent wholesale baker’s retail selling price. Is it possible that 
these chain grocery stores are using bread as a loss leader? 

I do not believe that this type of bakery operation can function 
any more effectively than a great number of the independent wholesale 
bakers or of the national chain bakers, yet the difference prevails. The 
question then arises, and I think might be well worth while looking 
into possibly by your committee: Are the chainstore bakeries, through 
their chainstore outlets, selling bread below cost or without a profit? 

There have also been instances where supermarkets or chain grocery 
stores, who do not operate their own bakeries, sold bread at prices 
lower than their cost. This was done, no doubt, in order to attract 
customers into the store or to retaliate against a competitor or as a 
promotion of some other item. 

As stated hereinbefore, the wholesale baker has been asked to make 
price concessions either in the form of an advertising allowance or in 
the course of normal buying practices of the particular supermarket 
chain. This has been met, from time to time, by secret discounts or 
deals. The baker, who refusés to do so while another goes along, 
most certainly gives up this business to his competitor. Naturally, a 
baker, in this case, feels the necessity of having to go along on these 
trades or deals, with the result that his profits are reduced. In many 
instances, profits are not reduced to a point as low, by accepting the 
deal, as they might be if they lost the business. This, naturally, is an 
upsetting tendency in a given market. This practice affects not only 
the independent wholesale baker but the national chain bakers as well. 
Both types of operations have in the past accepted and made such 
deals. 

However, I am sure there are independent small bakers who were 
not able to survive this type of competition and were forced into a 
position where they strongly considered selling their bakeries. It was 
not too surprising to me when I recently read Dr. Blair’s tabulation of 
bakeries which have gone out of business since 1951. He stated that 
there were 163 disappearances of independent wholesale bakeries over 
the 7-year period since 1951. 

I am sure that a certain percentage of these small independent 
bakers were forced to go out of business primarily because of the cheap 
bread picture brought about by the major chainstores establishing 
their own bakery operations. 

Mr. Buare. Mr. Chairman, I have revised that figure downward 
slightly on the basis of further analysis to 157. This tabulation is 
based, of course, on disappearances as we can gather them from the 
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Directory of Bakers Weekly, and I would like at this time to put in the 
record a memorandum on this subject from Dr. Measday. 
Senator Krrauver. Very well, it will be made part of the record. 
(The memorandum referred to follows :) 


MEMORANDUM, JUNE 17, 1959 


To: Dr. John M. Blair, chief economist. 
From: Walter S. Measday, economist. 
Subject: Tabulation of disappearances from Bakers Weekly Directory. 


The attached tabulation of bakeries which have gone out of business since 
1951 is based upon comparisons of the listings in the Bakers Weekly Selected 
Directory of Bakeries for the years 1951, 1957, and 1958. The following limita- 
tions and criteria employed must be borne in mind in evaluating the tabulation: 

1. The Bakers Weekly Directory is itself a selected directory, leaving out many 
small, primarily retail operations. For example, the 1959 edition (covering 
bakery operations in 1958) lists 4,316 establishments. In contrast the 1959 
“Baking Industry Blue Book,” which includes operations not covered by the 
other directory, lists 7,692 establishments. Thus, the tabulation shown does not 
depict the mortality rate among those small independent baking firms which are 
not large enough for inclusion in the Bakers Weekly Directory. 

2. In selecting firms for the tabulation, the subcommittee staff limited itself to 
wholesale bakeries which produced bread exclusively or as a major part of their 
output. This means that the mortality figures shown do not include either of 
the following: (a@) bakeries which produced only cake, cookies, sweet goods, rolls, 
doughnuts, or other nonbread items; (0) bakeries which operated retail stores or 
home service routes, even though these firms may have reported a sizable 
number of wholesale routes. 

3. The tabulation includes only single plant operations. Even small multiunit 
companies, with perhaps two or three small bakeries, have been omitted. 

4, The tabulation includes only independent plants which ceased operations. 
The numerous cases in which independent businesses have been sold to larger 
competitors or to the major baking companies are not covered in this tabulation. 

5. Finally, it must be emphasized that serious reductions in volume by many 
independent companies which are still in operation are not reflected in the tabu- 
lation. There are many instances in which, say, an A+ bakery (over $1 million 
sales volume) has fallen to a B rating ($150,000 to $499,000 volume) between 
1951 and 1958. Since the bakery was still in business in 1958, however, its loss 
of sales does not show in the staff tabualtion. 

In view of the above limitations, it is evident that the tabulation itself seri- 
ously understates the true extent of the reduction of competition through the 
elimination of independent business firms in the baking industry. Nevertheless, 
several important observations may be made from the data shown. 

In the first place, the overall disappearance of 157 firms from 1951 to 1958 was 
heavily concentrated among the medium- and large-sized plants. Only 33 per- 
cent of the number of companies which went out of business were operations with 
sales volume of less than $150,000 a year; 67 percent of the companies had 
volumes ranging from $150,000 a year to several mililon dollars. Since bakery 
plants serve essentially local markets, it should be noted that even a sales volume 
of $150,000 may represent an important contribution to the economic welfare of 
the communities in which these plants are located. 

In the second place, over 90 of the disappearances have occurred in three 
regions: Middle Atlantic, East North Central, and South Atlantic. The mortal- 
ity in the East North Central States (39 firms) has been especially noticeable. 
Within this area, the State of Illinois has suffered the greatest losses—18 firms, 
16 of which had sales of over $150,000 a year, disappeared in the period covered. 
Other States which lost 10 or more independent single-unit baking companies 
include New York (18), Pennsylvania (13), Ohio (10), West Virginia (10), and 
California (11). 

Finally, the acceleration in disappearances in 1957-58 should be noted. From 
1951 to 1957, disappearances averaged roughly 20 firms a year. In the single year 
from 1957 to 1958, 39 firms went out of operation. Again this effect is most 
marked among the larger companies. Among the small bakeries (under $150,000 
a year sales), disappearances in 1957-58 amounted to 10 firms, of the total of 
52 firms which disappeared over the full 7-year period. In the medium-sized 
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in the category ($150,000 to $499,000 a year), more than a quarter of the disappearances 
from 1951 to 1958 occurred in the last year of the period, i.e., 19 companies of the 
d 73 which went out of business between 1951 and 1958 did so between 1957 and 
‘ 1958 ; 1957-58 disappearances in the next largest category ($500,000 to $1 million 
a year sales) accounted for 6 firms of the 7-year total of 25 firms, while 4 of the 
7 plants with sales of over $1 million a year which ceased operations between 

1951 and 1958 did so in the last year of the tabulation. 


Disappearances of independent bakers engaged exclusively in wholesale baking 


[Bakeries classed by sales volume '] 
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Disappearances of independent bakers engaged exclusively in wholesale baking— 
Continued 


[Bakeries classed by sales volume 4] 
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A B > |Total 
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1 Sales volume classes: 
A+—Over $1,000,000 sales per year. 
A—$500,000 to $999,999 sales per year. 
B—$150,000 to $499,999 sales per year. 
C—Under $150,000 ‘sales per oot 


Source: Bakers Weekly Selected Directory of Bakeries, 1951, 1957, and 1958. 


Mr. Cuumpnis. Mr. Lange, you say a certain percentage. Can you 
give us a figure as to what that percentage might be—30, 50, 70 
percent ? 

Mr. Lance. No, I cannot offhand, but I know that as time has gone 
on, I know of this bakery going out, that bakery going out and so 
forth. 

Senator Keravver. I want to Say Dr. Measday has done a fine job 
in getting up these tabulations. It is the only one that I know of. 

Mr. Buatr. Mr. Chairman, you are correct. This is the only tabula- 
tion of which we have any knowledge that is based upon company 
data. There is, of course, also the tabulation that has already been 
put into the record based upon establishments, or plants of the County 
Business Pattern Survey conducted by the Bureau of the Census. 
It showed that during the period 1951 to 1956 there was a disappear- 
ance of 419 establishments having between 4 and 99 employees. Of 
course, some of these establishments represented closures of plants 
owned by the large companies and some may have represented dis- 
appearances as a result of mergers and acquisitions. 

In the tabulation prepared by Dr. Measday, an effort was made to 
exclude the disappearances resulting from mergers and acquisitions 
and also those which occurred as a result of the closing down by a 
multiple plant company of one or more of its plants. 

Senator Krravuver. Will you proceed, sir? 

Mr. Lane. Faced with competition from the private bread labels of 
the major grocery chains, complicated further by the growing power 
of the major chain bakeries themselves, the future picture “for the 
small independent baker unaffiliated with a cooperative is not a bright 
one. If these trends continue at their present rate, I’m sure that we 
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will find the number of small independent bakers dwindling still 
further, to a point where Dr. Blair’s figure of 163 defunct bakeries 
over the past 7 years will, indeed, seem quite mild by comparison. 
A favorite expression of my own has been “The big fellow has been 
getting bigger, while the little fellow is going out of business.” 

We agree with the way of life that now exists between management 
and labor as evidenced by collective bargaining between management 
and unions. We have no complaint against this pattern of coexistence. 
However the unions, the union contracts, and the negotiations leading 
up to these contracts are most important to the economic life of the 
country. The baking industry is no exception in this matter. 

We agree with the statement that has been brought out in these 
hearings that the larger baker is in a better financial position to agree 
more readily to excessive demands, knowing that they can withstand 
the higher costs more than the smaller competitor in a given area. 

In addition, the national chain bakers might someday be obliged 
to submit to a companywide union settlement which might overlap 
into territories that now normally have a lower living rate, thus 
automatically affecting the individual independent baker in that lower 
rated area. 

Another area where the unions have affected the operations of the 
independent wholesale bakery as well as the national chain wholesale 
baker is in the matter of commission, concerning their special rule for 
chain grocery store bakers. 

We have consistently felt that the men driving the trucks of the 
chain grocery store bakeries should receive a similar percentage of 
commission on the value of the baked goods which they deliver—the 
same as is done on regular wholesale bakery routes. 

Or, if this cannot be worked. out, the present inequality in prices 
between the chainstore bakers and the wholesale bakers must be met 
in some other manner. 

We concur in previous testimony before your committee that it 
would be to the advantage of sales employees for the unions to permit 
a reasonable number of sales meetings a year. The unions should 
not limit the length of time for these sales meetings, and they should 
allow the salesmen on the trucks to exercise all of their enthusiasm 
and drive to sell more merchandise, thus permitting them to create 
additional commissions for themselves. After all, a driver-salesman 
on a truck, who is working on a commission basis, can practically be 
said to be in business for Fimoel?, In other words, he is going to be 
paid for the efforts which he puts forth and the results that he pro- 
duces from such efforts. 

As I have brought out before, the method of delivering from the 
platform, whereby the customer purchases the baked goods at a given 
spot, at a reasonably reduced price, reflecting the decreased cost for 
the baker, might meet with opposition from the unions. This plan 
would eventually reduce the number of union members who are pres- 
ently classified as driver-salesmen. On this point, I suspect that the 
unions would strongly object. 

Even if express companies were to crop up, in this case, whose sole 
purpose would be to pick up the bread at the bakery and deliver it 
to various grocers, the cost of such delivery service, which would be 
borne by the grocer, would still be less because fewer delivery men 
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would be required than driver-salesmen to handle the same amount 
of baked goods. 

In either event it is clear to me that this is definitely a union re- 
sponsibility, and they have a duty to their membership to come up 
with a solution which will reduce distribution costs. 

On January 2, 1959, we submitted to each of our member plants a 
questionnaire containing 21 questions regarding practices now com- 
mon in the market, and instigated and used by national and local 
chain grocery store operations, independent grocers, and national 
chain bakers. 

Out of 58 member bakers in our organization, we received com- 
pleted questionnaires from 36 plants. Their replies to this question- 
naire have been summarized in this report. 

Question No. 1. How many customers do you serve daily ? 

Answer. The totals for the plants reporting were as follows: 


Number Percent 





Wholesale : 34, 874 64. 38 
Retail---_- 19, 153 35. 36 
Restaurants 95 17 
TE CIR CORI in 5 oc cdiiicvin shines cckdaminecttennmmcdnadaasdgsrasaquiaseus 49 . 09 


RI WOE 5 has a ee sb bE Rhcdkeiid nn tii cai desanseebadieesastten 54,171 100. 00 


Analysis of the above figures from the reporting plants shows that 
out of a total of 54,171 outlets 64.38 percent are stores which may be 
classed as regular retail bread outlets served by the independently 
owned wholesale baker. Thus they become directly affected by dis- 
counts and other malpractices which have become so prevalent in the 
last 24 months. 


(Nore.—Questions, answers, and evaluations of answers from No. 2 through 
No. 6, inclusive, relate to national chainstore outlets only.) 

Question No. 2. How many major chain operations do you have in 
your market, such as A. & P., Safeway, Winn-Dixie, Grand Union, 
and so forth ? 

Answer. In the areas covered by the reports of our 36 members, 
A. & P. definitely has the largest coverage. They are reported to be a 
factor in 26 out of 36 of our members’ markets. Kroger stores rank 
second, and are reported to be in 14 member markets out of 36. The 
average number of major chain groceries operating in each reported 
area appears to be between four and five. 
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Question No. 3. How many of these stores handle your products? 
Answer. This question was answered in several different ways. It is 
apparent, however, that the average independent bakery does not have 
a worthwhile representation in most of the outlets operated by the 
major chain grocery operations. From our reports it would appear 
that in varying degrees, our products are merchandised by 40 percent 
of these major chain grocery operations but to a widely varying de- 
grees brought out in detail in the answers given to question No. 4. 

Question No. 4. Do they handle your whole line, or specific items 
such as Hollywood or Lite Diet neal, or other? 

Answer. In practically every instance specific answers given by our 
group of independent member bakers show that only those items which 
we produce that are not available from their own bakeries are allowed 
on their display racks. In most instances, this applies to health breads, 
salt-free bread, salt-rising bread and those varieties of rolls and cake 
which have a consumer acceptance and are noncompetitive with that 
particular major grocery chain’s private label brands. In some in- 
stances where a local baker enjoys a demand for his quality loaf of 
bread, the major grocery chain operators will purchase a limited 
amount of the baker’s products. However, these products are often 
stocked in the back room of the store and sales are discouraged except 
in those instances where a particular brand is demanded. 

Question No. 5. Must you offer any special inducements to these 
stores in order to stock your products? 

Answer. The response to this question would show that no special 
inducements are required from the national grocery chain outlets. It 
can be stated where we have a certain demand for our products we are 
allowed some display space at our regular wholesale prices, but we are 
not doing businesses in any outlets where this demand is not felt by 
local management. 

Question No. 6. What percentage of your total bread production is 
sold in these stores ? 

Answer. In a few isolated cases where the major chains do not stock 
their own merchandise, it is natural that our members enjoy a consid- 
erable amount of the total overall bread business in these national gro- 
cery chains. However, in those stores where their own product is 
available, it appears that our percentage of business in these outlets 
will run from 1 to 5 percent of the baker’s total volume. 

(Nore.—Questions,, answers, and evaluations from Nos. 7 through 11, inclu- 
sive, relate to local chains and independent grocers.) 

Question No. 7. How many stores in your market are local chains or 
independent grocers? 

Answer. In our reporting plants there are a total of 2,755 stores 
owned by 102 smaller chains and independents. This amounts to an 
average of 80 stores in each of the member plant territories. 

Question No. 8. How many of these stores handle your products? 

Answer. The answers indicate that our membership services 94 
percent of the markets belonging to these independents and small 
chains. This coverage is possible because of the fact that no bakery 
plants are operated by these stores. 

Question No. 9. Do they handle your whole line, or specific items 
such as Hollywood or Lite Diet bread, and so forth? 
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Answer. In 15 percent of these stores, our ———- is limited 
to certain demand items. In instances where private label brands are 
used by these outlets, our items are noncompetitive as to varieties and 
retail prices. In 85 percent of these independent and small chain out- 
lets, our members’ plants are allowed freedom of merchandise display, 
except by space limitations and other difficulties of operation which 
are brought out more fully in answers to later questions. 

Question No. 10. Must you offer any special inducements to these 
stores in order to stock your products ? 

Answer. In 26 percent of the outlets controlled by the independent 
and local chains, demands are made upon the independent baker for 
advertising allowances, regular discounts, payment for rack display 
space, and so forth. 

Question No. 11. What percentage of your total bread production 
is sold in these stores ? 

Answer. Twenty-five percent of the total bread produced in our re- 
porting members’ plants is sold through these independent and small 
chain outlets. 

(Nore.—Questions, answers, and evaluations from Nos. 12 through 
19, inclusive, deal with practices directed against the independent 
baker by the national grocers’ chains and independent grocers. ) 

Question No. 12. What percent of all bread sales do the major chain 
grocery operators and all other local chains and independent groups 
have in your market, to the best of your knowledge ? 

Answer. There were replies covering 36 markets, as follows: 


Markets 
8 


Sales less than 25 percent 
Sales 26 to 49 percent 
Us Ds De a a a eal Sas create aeiats 
Sales 75 percent up 


OR a eS le eae oka EO ee oS ies ee tee ales 36 


Question No. 13. Do you (the baker) have a private label brand? 

Answer. Out of the 36 reporting plants, 11 have, and 25 do not 
have private label bread production. In the 11 plants producing 
private label brands, there are 14 private label brand names. These 
plants report that they found it necessary to go into this type of 
production in order to maintain a satisfactory volume and stay above 
a break-even operation. 

The spread in the retail price ranges from 3 to 7 cents per loaf 
between the private label brands and regular advertised brands of 
bread. Eight plants out of the 11 involved in this type of production 
report no loss in volume of their regular loaf from this private label 
activity. However, much of this private label bread is going outside 
of their regular trading area, and this is done mostly to offset other 
label brands coming into their area from the outside. 

Question No. 14. What chainstores in your market have their own 
private label? 

Answer. Practically all major chain grocers and local chain gro- 
cers have their own label bread. In 19 areas they have their own 
bakery plants, and in 19 other instances bread is baked for the chains 
by independent bakers or by the so-called national bakery chains. In 
most instances our regular brands are kept out of these outlets because 
the demand for our products is not evident, or because it is evident 
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to such a degree that it interferes with the sale of their own brands, 
or with those brands on which they have a discount arrangement. 

Question No. 15. Isa private label or low-priced loaf available to 
all independent grocers in your marketing area? 

Answer. Two-thirds of our areas report a private label or “cheap” 
loaf is available to all grocers, and an average of three different 
bakers have made it available in each area. 

Question No. 16. What is the price differential between private 
label chainstore bread and your regular loaf? 

Answer. There is on the average a spread of 5 cents per loaf be- 
tween the private label bread and the regular advertised quality 
loaves. 

Question No. 17. Do you (the baker) have for sale what is com- 
monly known as a cheap loaf of bread, in addition to your main 
loaf? 

Answer. One-half of the bakers reporting have found it necessary 
to make available either a private label or “cheap” loaf of bread. 

Question No. 18. Please explain why you bake a “cheap” loaf. 

Answer. These bakers have gone into this operation in order to 
meet competition and only to gain lost volume. In most instances, 
the new loaf is considerably lighter in weight than their regular 
quality loaf. In every instance our bakers have made their “cheap” 
loaf available to all grocers and here again, the spread in retail price 
mounts to about 5 cents per loaf. In plants participating in this 
activity, 24 percent of their volume has been converted to this loaf and 
all but one report that the sales of their standard loaf have been 
drastically affected. 

At this point it is well to mention that previously in answer to 
question No, 13, 11 of our members who are producing a “private 
label” bread have found it necessary to market this loaf outside of 
their normal market area. By so doing, all but three have been able 
to maintain their previous volume. However, as stated above, cheap 
bread has drastically affected sales in the reporting members normal 
market area. 

Question No. 19. Do you know of any practices which are instigated 
by major grocery chains that have the effect of curtailing your dis- 
tribution in certain food stores? 

Answer. The major grocery chains who have their own bakery 
operations are using bread as traffic builders in their stores. Most 
especially do they have special sales in the latter part of the week 
when bread business is generally at its highest point. In numerous 
instances retail prices are drastically reduced and in extreme cases the 
prices are reduced as much as 10 cents per loaf. During these sales, 
and for that matter during the entire week, the independent baker has 
been limited practically to the point of elimination. One local chain 
has in some instances been able to make a contract lasting as long as 
3 years with one baker on a discount basis for their private label bread. 
This contract allows the supplying baker exclusive rights in all of 
their outlets on all other varieties of bread and rolls. This practically 
eliminates the other local independent bakers from their stores. Other 
grocery chains have begun the practice of dating their bread, which 
results in much of their merchandise being sold at half price. 

A few specific comments to the above question are set out below: 
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1. Some chains receive discounts from some bakers. Our refusal 
has left us out of stores or reduced our display space or amount of 
bread we are allowed to put in. 

2. Limit our space; give us the worst display spots. 

8. Specials on different breads at all times. As much as 10 cents 
off per loaf. 

Number 20 and 21 deal with the major national bakery chains com- 
peting with the independent baker. 

Question No. 20. At the moment, do you know of any independent 
bakery that has been approached by a major chain baker or bakers 
with the avowed purpose of purchasing that bakery ? 

Answer. Seven of the plants reported having been approached by 
other bakers as to their interest in disposing of their plant. Six of 
these seven report that they have been approached by one of the na- 
tional wholesale bakery chains. 

Question No. 21. Do you know of any practices which are instigated 
by the major chain bakers that have the effect of curtailing your dis- 
tribution in certain food stores ? 

Answer. Throughout all the replies from our independent bakery 
members, the names of three major chain bakeries are evident in most 
all activities which have an effect on the normal distribution of whole- 
sale bread. This is not, however, to say that the independent bakers 
have found it necessary to follow most of these practices. Probably 
the purchase of equipment for grocers and the buying and rental of 
display space is the most expensive malpractice. Instances are re- 
ported where these major bakery chains are willing to pay normally 
from $100 to $300 for display space, and in one particular instance 
the amount mentioned was $750. To the independent baker who has 
only one plant from which to operate, these exorbitant costs of op- 
eration are prohibitive. In other markets these major chains have 
resorted to overcrowding the available display space with no regard 
to the amount of stale returns, which, in effect, means the elimination 
of a reasonable display of the independent bakers’ merchandise. 

Some few specific answers to this final question are set out below: 

1. Purchase of rack space and the hiring of our salesmen. 

2. I feel that some of them have discount arrangements. This 
keeps us out of the store or greatly reduces our display space. It 
would be hard to prove that these discounts exist. 

3. One major chain baker discounts 5 percent and gives all the 
bread a store can use for a week. 

4. Payment of bread rack rent and heavy discounts are present in 
our area. 

5. One major chain baker is making a full-scale price differential 
with one group, on occasions as much as 9 cents per loaf. 

6. A major chain baker is made and upset over competition, in 
instances they are giving institutions as much as 25 percent discount, 
and recently have taken over a group of stores at a large discount. 

7. Reduction of the price of bread from 15 cents to 1414 cents. 
One major chain baker has instituted a discount program in our 
market, as follows: 3 percent on weekly volume of $25, graduated up 
to 6 percent on weekly volume up to $75, plus 1 percent for preferred 
shelf space and mention of their products in grocers’ advertisements. 
Another major has a variation of discount schedules as high as 10 
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percent. Admittedly, this is a defense measure against a long- 
standing practice of an independent in our area. 

8. One major will build any kind of rack up to $200 to $300 per 
store, and then demand the major share of the rack space. 

9. One major chain baker putting 1914 ounces of baked bread in a 
wrapper labeled 1 pound. They are spending fantastic amounts on 
advertising. 

10. You name it, we have it. One major will discount any large 
market 25 percent, display racks up to $750. 

11. One major, overloading racks to get prominent display moving 
unsold bread into stale store outlets after 1 day. 

12. The larger chain bakers overload and thus limit our space. 
It is our opinion that they give quantity discounts, 

13. Giving away bread, buying their way into our market by 
offering $3800 to $500 per store. In one particular instance, they 
offered a new car and in another a 3-week vacation. 

14. Discounts by one major and three regional independents. 

15. In order to get a rack in a store, one major chain and others 
offer to pay for shelving and to paint the front of the store. 

16. One major chain came into our territory and made special prices 
to some stores and, in other instances, offered cash payments for 
rack space. 

17. One major in our market overloads the market; they get the 
business. 

18. A major here has policy of overloading—predominates display. 

19. Chain bakers overload—limits our space. 

20. One major chain is heavy on discounts in our local market. 

21. Some evidences of discounts by major chain bakers in our market. 

22. It is our opinion that they give quantity discounts. We guess 
that one major in our area has given discounts of 5 percent to 10 
percent, judging from sales position, volume, hearsay we have observed. 

23. One major chain baker, just new in our market, is the worst. 
Purchase rack space, free bread (all grocer can sell for 1 week). 

24. A regional baker in Pennsylvania consistently overloads stores 
at regular intervals to curtail any gain in sales made by their com- 
petition. 

25. A Pennsylvania regional baker has consistently given grocers 
free shelving. Racks and store remodeling for about 9 years. 

Senator Kreravuver. Explain what this second survey is that you 
referred to. You sent out questionnaires? 

Mr. Lanae. Yes, we sent out a questionnaire to all of our member 
plants, and, out of 49, we received 36 replies, covering an area of 17 
States. Originally, we had been visited by a Mr. Clifford of, I think, 
the same committee. 

Senator Krerauver. Mr. George Clifford, of our very able staff. 

Mr. Lanar. Yes, he asked a number of questions concerning our 
operations and the bakery industry, as a whole. He left a résumé 
and asked if we would secure some information that might be helpful 
to the committee, or whoever he was going to give it to. 

And so we sent out this questionnaire on the strength of Mr. Clif- 
ford’s 21 questions. We sent out the first 21 questions, but only—due 
to the outline that we received, we only asked two about the major 
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chain grocers, and the remainder were about chain bakers, and also 
independent bakers. 

We received those 36 replies, and we have shown the questions and 
answers in this statement. 

Not having enough information about national chains, we thought 
perhaps it would be worthwhile to send out a second questionnaire, 
dealing practically in its entirety with major chain bakers, and that 
was the gist of this page 33. 

Mr. Buatr. Just to clarify the record, Mr. Lange, your first survey 
does have a good number of questions in it concerning chainstores? 

Mr. Lange. Most all of them, Dr. Blair. 

Mr. Buatr. Yes; and then it was your considered judgment, after 
going over the results obtained from your first survey, that you needed 
more information on the operations of the wholesale bakers? 

Mr. Lance. That is correct. 

Mr. Buarre. And you therefore sent out your inquiry, your second 
inquiry, dated June 17? 

Mr. Lance. That is correct. 

Mr. Buarr. All right, sir. 

The word “chain,” used with respect to both stores and bakers is the 


subject of great confusion. 
Mr. Lance. I am sorry. That is — The majority of the ques- 
e first questionnaire. The na- 


tions pertained to the chainstores in t 
tional chain bakers was the second one. 

Mr. Buarr. Yes, sir. 

Mr. Lanee. To obtain additional information about the competi- 
tion between the major national wholesale bakers and the small inde- 
pendent baker, we made a second survey which dealt primarily with 
this area. 

On June 17 we submitted to our membership a questionnaire con- 
taining nine major questions regarding possible unfair trade prac- 
tices that could be instigated by-the national wholesale bakery op- 
eration. 

Out of the 49 members furnished with the questionnaire, we re- 
ceived completed questionnaires from 23 members. These 23 mem- 
bers cover market areas in 17 States. The replies to these question- 
naires have been summarized as follows: 

Question No. 1. Have you in your market been affected by unfair 
price cutting instituted by one of the major chain bakery operations? 
(For example, a chain bakery operator institutes a policy whereby 
he offers his bread for sale in a given market at a reduced price as 
opposed to the normal price he charges in other markets, thereby gain- 
ing a competitive edge over other bakers in that specific pease. 

rn Six answered “Yes”; fifteen answered “No”; two gave no 
reply. 

If answer is “Yes,” please give specific instances of this practice 
in your sales area? 

ow long has this practice been going on in your market ? 

Out of six answering “Yes,” five major chains were mentioned. Re- 
duced pricing practices varied from 2 to 5 cents per loaf and discounts 
of 10 percent. These practices have existed anywhere from 5 months 
to 3 years. 
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Question No. 2. Have you experienced in any part of your market 
a situation where two of the major chain bakery operators are having 
a price war, with the effect that you, along with other independent 
bakery operators, are being forced to meet these unwarranted low 
prices in order to be competitive? As a result, you are caught in the 
middle of a “squeeze play.” 

Answer. Seven answered “Yes”; fourteen answered “No”; two gave 
no reply. 

If answer is “Yes,” how long has this practice been going on in 
your market? Replies received indicated this practice to exist from 
6 months to 2 years. 

Question No. 3. Are you confronted with excessive and unreason- 
able advertising expenditures by one or more of the major chain 
bakery operators in your market? (For example, excessive and un- 
— advertising expenditures far exceeding 3 to 4 percent of 
sales.) 

Answer. Nine answered “Yes;” twelve answered “No”; two gave 
no reply. 

If answer is “Yes,” specify chain operator involved and an esti- 
mate of the advertising expenditure annually, either in dollars and 
cents or percentagewise. 

Seven of the nine answering “Yes” made reference to four of the 
major chain bakers. Estimates of advertising budgets ranged from 
“No estimate” to “10 percent of net sales.” 

How long has this practice been going on in your market? 

Answers varied from “Just starting” to “For years.” 

Question No. 4. Over the last few years, have any of the major chain 
bakers encircled your market area with loading stations, which are 
apparent loss operations and are being subsidized by them? Their 
purpose is mainly to force you and other local independent bakers 
out of business. 

Answer. Three answered “Yes”; eighteen answered “No”; two gave 
no reply. 

If answer is “Yes,” specify chain bakery involved and number of 
loading stations. 

Comments : 

1. One major chain opened two loading stations, but are clean com- 
petition. They were forced to do this by a regional independent 
operator. 

2. One major presently has a loading station at one location and 
another major is presently building one. 

3. A regional independent wholesale baker had one in our area but 
has since discontinued it. 

Question No. 5. Have you recently experienced the practice of a 
major chain bakery operator who is slugging the market? (For ex- 
ample, overloading stores with his products and thereby gaining mass 
displays and consequently impairing your and other independent 
bakers’ allotted space in your market.) 

Answer. Eleven answered “Yes”; eight answered “No”; four gave 
no reply. 

If caewer is “Yes,” specify the chain bakery operator involved and 
how long this practice has existed. 

Comments: 





6348 ADMINISTERED PRICES 


1. Of the 11 answering “Yes,” 7 major chain bakers were mentioned 
and length of time practiced varied from 2 months to 5 years. 

Question No. 6. Do you have knowledge of a major chain bakery 
operator employing in your market any of the following unfair trade 
practices ? 


A. Secret discounts 

Tf answer is “Yes,” specify the major chain bakery operator involved 
and the amount of discount. 

Answer. Ten answered “Yes”; seven answered “No”; six gave no 
reply. 

Of the 10 members answering “Yes,” 4 major chain bakers were in- 
volved. Discounts mentioned ranged from 2 to 15 percent. It was 
not a general practice with all accounts but was restricted to certain 
accounts. 


B. Bonus for store openings 

If answer is “Yes,” specify the major chain bakery involved and the 
minimum and maximum bonus allotments. 

Answer. Eight answered “Yes”; twelve answered “No”; three gave 
no reply. 

The seven of the eight answering “Yes” referred to seven major 
chain bakers as offering a bonus for store openings. Amounts in- 
volved indicated a variance of from $50 to $500. 

How long has this practice been going on in your market? 

Answers varied from one-and-a-half to several years. 


C. Renting of rack or shelf space 

If the answer is “Yes,” specify the major chain operator involved 
and also cite the amounts paid for rent of rack or shelf space. 

Answer. Five answer “Yes”; twelve answered “No”; six gave no 
reply. 

Comments: ° 

1. Of the five answering “Yes,” two made comments referring to 
three of the major chains. They stated that this was not a general 
practice but was restricted to certain accounts. 


D. Outright rebates 


If answer is “Yes,” specify the major chain operator involved; also 
cite the amounts of rebates involved. 

Answer. Four answered “Yes”; thirteen answered “No”; six gave 
no reply. 

Comments: 

1. One of the four answering “Yes” stated, “Not by major chain 
bakery operator.” Others made no positive statement. Answers 
were based on suspicion only. 


E. Outright payment for grocery store equipment (for example, pur- 
chase of refrigerators, display cases, etc., for the grocery store 
operator) 


If answer is “Yes,” cite specific chain bakery operator involved and 
the amounts of expenditures. 

_— Five answered “Yes”; eight answered “No”; ten gave no 
reply. 
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Two of those answering “Yes” made comments relative to one major 
chain bakery operator; others were general statements. 

Question No. 7. Do you have any knowledge of, or have you seen 
any evidence in your market of, headquarters deals made between a 
major chain bakery and the headquarters office of a food chain? 

If answer is “Yes,” on what information do you base your answer? 

Answer. Eight answered “Yes”; ten answered “No”; five gave no 
reply. 

Ir 1e eight answering “Yes” are of the opinion that it takes certain 
allowances to sell in each of their markets. They are not giving these 
allowances, and they are not selling in them as a result. 

Question No. 8. In your market, has any major chain bakery opera- 
tor, over the last few years, followed a policy of unreasonable route 
splitting or route extension, or excessive servicing of stops in your 
market, thereby placing you and other independent bakers in a very 
unfavorable competitive position ? 

If answer is “Yes,” specify which of these two practices have been 
most prevalent and what major chain operator has utilized them. 

Answer. Five answered “Yes”; twelve answered “No”; six gave no 
reply. 

Of the five answering “Yes,” two cited excessive route servicing and 
three cited route splitting. Three major chain operators were re- 
ferred to by the five answering “Yes.” 

How long have these practices been going on in your market? 

The average reported was over a 2-year period. 

Question No. 9. From your experience in observing the major chain 
bakers in your market, do you feel that there is actually competition 
among the major chain bakery operators? On what information do 
you base your answer ? 

Answer. Seventeen answered “Yes”; two answered “No”; four gave 
no reply. 

Twelve of the seventeen who answered “Yes” based their belief on 
observation of the major chain bakers in their market; five others 
gave no basis for their opinion. 


SUMMARY 


Speaking for the small businessmen comprising the membership of 
American Tishers Cooperative, Inc., I can say that the average net 
profit of our members is 4.9 percent of net sales before taxes. This 
compares favorably with the average of the eight major bakery 
operators. 

Our members, with the cooperative’s assistance, are able to with- 
stand any fair and normal competition which they may face in the 
future as they have done in the past. Our problems, however, may 
now be more numerous and difficult due to the continued absorption 
of small bakers into more powerful chain bakery organizations, as 
well as the rapid elimination of smaller grocers through the growth 
of the major food chains. Our _ picture indicates our ability to 
hold our own against reasonably fair competition. 

Mr. Dixon. Mr. Lange, if your problem is as you have described it, 
would you conclude that those independent bakers who are not mem- 
35621—59—pt. 1221 
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bers of your cooperative or any other cooperative have a greater 
problem ? 

Mr. Lance. I would say that on the whole they have a greater 
problem because more heads are better than one. 

Mr. Drxon. In other words, they don’t have the advantage of your 
common brand, your common advertising, and your many services. 

Mr. Laner. That is correct. 

Mr. Cuumeris. Aren’t there cost savings at your cooperatives that 
the average independent doesn’t have ? 

Mr. Lange. By “cost savings” you mean 

Mr. Cuumenrts. I understand that the Quality Bakers say that they 
buy flour cooperatively. 

Mr. Lanee. We dothe same. 

Mr. Cuumpris. And buy cooperative this and that, and so forth. 

Mr. Lanae. Yes. 

Mr. Cuumpris. You do the same? 

Mr. Lance. We do the same. 

Mr. Cuumpris. Therefore, the independent that has just a corner 
store and is not one of your members, or the Quality Bakers, does 
not have those cost savings ? 

Mr. Lane. Outside of the other cooperatives that there is in exist- 
ence, they do not have the same advantages in that respect; no. 

Mr. Peck. I think it should be pointed out that on page 2 of Mr. 
Lange’s statement there is a list of the various services which his 
association provides. 

Mr. Lanee. Yes. We are not as big as Quality Bakers yet; we 
have a great many of the services that they have. They have a few 
that, so far, we have not gotten into. But on the whole, the basic 
services which are mainly needed for good operation, we have. 

I would like to call your attention to the following points brought 
out in this statement. 


1. Major national chain bakers 


A. Nomajor overall complaints in the past. 

B. Trend toward bigness may be dangerous for small independent 
bakers. We feel that the salvation of the small baker is through his 
association with a cooperative. 

2. Rising costs of distribution 

A. Salesman’s pay. 

B. Heavy stale loss. 

C. Vehicle cost. 

D. Decreased poundage on individual trucks. 

Ultimately, a change of distribution methods by both the small and 
big wholesale baker will be required, such at platform selling and 


ee distribution points instead of the present methods of distri- 
ution. 


3. Economics of the baking industry 

A. Price cutting. 

B. Premiums. 

C. Excessive advertising budgets. 

D. Saturation of the market, resulting in increased stale returns or 
loss of sales for smaller bakers. 
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By avoiding the above practices, we can keep costs down, with 

savings passed on to the consumer. Unfair competitive advantage by 

a baker in an area is eventually equalized by the other bakers in that 

area, with the result that all bakers operate at reduced profits. 

4. Chainstores 

A. Phenomenal growth: 

1. The sharp growth of chainstores has forced the closing of 
many independent grocers, further limiting the number of sales 
outlets available to wholesale bakers. 

B. Operating own bakeries: 

1. Restrictive or captive market—minimum stale problem. 

2. Reduced price due to lower delivery costs, etc. 

3. Demand on wholesale baker for lower priced bread by the 
chain grocer who does not bake his own private label. 

It is necessary to somehow have the price differential equalized, 
thus helping to keep the independent wholesale bakers operating at 
a fair profit and benefiting the community. 

Have the Senate committee investigate chainstore bakery costs 
which are unknown to the baking industry. 


5. Mortality rate of independent bakeries 


A. One hundred and sixty-three bakers disappeared in the period 
from 1951 to 1958. 

Unless a more equitable atmosphere is affected for the wholesale 
baker, the mortality rate of wholesale bakers will continue to accel- 
erate. 

6. Union role in the baking industry 

A. No complaints on union negotiations in past, 

B. Major bakeries are more financially able to agree to excessive 
union demands than small independents. 

C. Possibility of national chain bakers agreeing to nationwide con- 
tract, which would overlap into many markets having a lower labor 
rate. 

D. Discriminatory commissions against wholesale bakers—not im- 
posed on chainstore baker. 


Present inequality in prices between chainstore bakers and whole- 
sale bakers must be narrowed. 

Unions should permit reasonable number of sales meetings and 
avoid stifling salesmen’s activities and initiative. 

Possible change in wholesale method of distribution through plat- 
form sales with the elimination of 5 to 12 driver-salesmen for each 
vanload operated. 


Unions should assume a duty to their membership to help equalize 
the commission structure. 

Rules, regulations, or the like, which your Senate committee can 
romulgate, to keep competition fair between us and the powerful 
arge operators or, in fact, all competition, will be welcomed. 

( ay accompanying Mr. Lange’s statements may be found on 
p. 6558. 

Senator Krravver. Thank you very much, Mr. Lange, for a well- 
prepared statement and for your cooperation with Mr. Clifford and 


the other members of the staff of this committee who have been in 
contact with you. 
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Mr. Dixon, do you wish to ask any questions? 

Mr. Drxon. Dr. Blair has one question on this last summary, Mr. 
Chairman. 

Mr. Buarr. I would like, Mr. Lange, to ask whether this would be 
a fair summary of the results of your last questionnaire, the survey that 
you made on June 17: That you found that of those replying, 6 stated 
they had been affected by unfair price cutting by the major chain 
bakery operators and 15 that they had not; that 7 stated that they 
had been caught in the middle of a price war between 2 majors, 14 
that they had not; that 9 stated they had been confronted with exces- 
sive and unreasonable advertising expenditures, 12 that they had not; 
that 3 stated they had been encircled by loading stations installed by 
large major bakers, 18 that they had not; that 11 stated they had 
experienced the practice of major chain operators slugging the market 
in a variety of forms, 8 that they had not; that 10 felt the major bak- 
ery operators were employing the practice of getting secret discounts, 
7 that they did not; that 8 stated they felt that the major bakers were 
granting bonuses for store openings, 12 that they did not; that 5 
stated they had experienced the practice of the major operators of 
granting rack or shelf space or paying money for rack or shelf space, 
12 that they had not; that 4 stated they felt that the major chain 
operators had been granting rebates, 13 that they did not; that 8 
stated they had evidence of headquarters deals or felt that there was 
evidence of headquarters deals between the major chain bakeries and 
the offices of food chains, 10 answered in the negative; that 5 stated 
they had knowledge of unreasonable route splitting or excessive serv- 
icing of stops by the major bakery operators, 12 that they did not 
have such knowledge; and finally that 17 felt there was actually 
competition among the main major bakery operators, 2 answered in 
the negative. 

Mr. Lanar. Dr, Blair, I would say that first of all those are the 
actual answers we received from the questionnaire. However, I will 
say this: That our members are rather conservative in any remarks 
or answers that they would give, detrimental or otherwise, so that 
I would say that maybe in some cases where there may be detrimental 
answers given against competition, they may be prone to talk about 
it, feeling that they would rather have proof, actual proof, where 
they know it exists, but have no actual proof. I believe therefore 
that there may be a tendency of some of those practices in existence 
where the member may have said no there was not. 

Mr. Buarr. So these represented understatement of the situation? 

Mr. Laner. If anything, it is an understatement if I might say it 
that way. 

Mr. Chairman, may I be allowed to refute a little bit of testimony 
that was brought in here by Mr. Laughlin of the Continental Baking 
Co. which directly affects cooperatives as a whole and of course, us 
in particular ? 

Senator Krrauver. Very well, Mr. Lange. I may say at this point 
that the major bakeries will have an opportunity of answering any 
testimony that has been given here, and we will probably have some 
of the chain food stores testify at a later time also. 

Mr. Drxon. Mr. Lange, are you planning to discuss the cellophane 

situation ? 
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Mr. Lanee. Yes, sir. 

Mr. Dixon. Before you make that statement, may I ask, Mr. Chair- 
man, that two series of documents be made a part of the record? 
May I ask you about them now, Mr. Lange, or would you prefer to 
goon and make your statement first ? 

Mr. Lance. I would like to make the statement if I may. 

Senator Kerauver. The documents will be made a part of the 
record. 

(The documents referred to may be found on pp. 6657 ff.) 

Senator Krerauver. Proceed, Mr. Lange. 

Mr. Lanae. In reviewing certain of the testimony made by Mr. R. 
Newton Laughlin, president of the Continental Baking Co. and that 
of Mr. Roy M. Anderson, assistant general counsel of that company 
as shown on pages 179 to 197, volume 2, of the report of proceedings, 
certain statements were made which implied that the cooperatives do 
not fulfill the function of a jobber. This implication is far from the 
truth and places the cooperatives in an improper light. It is likewise 
apt to be misunderstood by those not familiar with cooperatives. For 
this reason we request the opportunity of refuting this implication 
and further request that the Toning comments be made a part of 
the record. 

Senator Krrauver. They will be made a part of the record. 

Mr. Lance. We fully appreciate Continental’s desire to purchase 
as cheaply as any similar organization, but we question their right 
to impugn the status of a dissimilar organization such as ourselves 
and the other bakery cooperatives. 

We feel that the work, services, and effort put forth by our organ- 
ization as a jobber, are quite different from the work that Continental 
would do in the purchase of their materials and supplies. We would 
like to present the difference. 

The Continental Baking Co. performs none of the functions that 
a jobber is required to do. 

All of their plants can be considered captive plants and must abide 
by the decisions of their headquarters office to use the products that 
this office decides they are to use. When the headquarters office in- 
structs the use of a certain brand of cellophane, for instance, the 
individual plant must abide by that decision. 

As compared with this, the cooperative’s customers and members 
are free to buy from any suppliers of their choice, and, when buying 
from the cooperative, they expect the same quality, service, and com- 
petitive prices as they would expect from any supplier. 

This, therefore, requires salesmanship, service, time, and expense 
on the part of the cooperative to visit these customers and members 
and, in effect, perform the sales services that a supplier’s representative 
would be obliged to do if the cooperative was not in the picture. 

Secondly, there is no question of assumption of credit on the part 
of the Continental Baking Co., but there is, insofar as the cooperatives 
are concerned. In our own case, we have had to assume the credit 
losses of two of our bankrupt customers, even though we had paid 
the supplier for the merchandise. 

Thirdly, not even Continental can always economically maintain 
regular salesmen in all areas. Therefore, they, like other baking 
companies, use a certain type of selling and distribution representa- 
tives known as bobtailers. 
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These are independent contractors who own their own truck and 
operate on a discount off the wholesale price of the Continental prod- 
ucts sold by them. This has run, in the past, around 20 percent, but 
is now increasing. This method of distribution is normal in the indus- 
try and can be compared to the function we have performed for 
American Viscose. 

In other words, American Viscose has made our cooperative a jobber 
to sell the merchandise that they manufacture. This is essentially the 
same type of sales arrangement that Continental has with their bob- 
tailers for the handling of their products. 

On the same premise, we, as jobbers for American Viscose, get a 
functional discount, the same as the bobtailer receives on the sale of 
bakery products. Of course, the bobtailer receives more percent- 
agewise from Continental than the cooperatives do from American 
Viscose. 

Actually, it is our contention that the jobbers or functional dis- 
count is a transfer of some of the sales and service costs of Avisco to 
another company, us, which, in turn, is obligated to render these 
services for Avisco. 

Continental does not require salesmen to call on their individual 
plants. Under our arrangement with Avisco, it was not necessary 
for their salesmen to contact our individual customers. 

In each case, only one call by Avisco was necessary to sell either 
Continental or American Bakers Cooperative, Inc. 

The fourth difference, however, between the two organizations is 
the fact that, with the discontinuance of our sales agreement with 
Avisco, it will now be necessary for their representatives to make 58 
individual calls to our independent customers in an effort to accom- 
plish the same sales results as previously accomplished by the co- 
operative. 

Five, actually, we have performed certain functions as jobbers for 
American Viscose, which functions were not performed by Conti- 
nental. It is, therefore, our contention that we were entitled to the 
functional discount which we received, and that Continental can 
make no such claim. 

A list of the 11 services performed by us on behalf of American 
Viscose under our sales agreement are as follows: 

1. Our personnel made sales calls and sold Avisco cellophane to 
member bakers of American Bakers Cooperative. We took title to all 
shipments purchased by us for resale to our members. 

2. Our fieldmen and other personnel furnished to our members 
technical service and information with respect to the use of Avisco 
cellophane sold by us. ; ; 

3. We agreed to reimburse American Viscose for all service calls 
made by representatives of their technical service department when 
such calls were requested by us. 

4. We distributed, at our expense, bulletins, brochures, or other 
advertising materials furnished by Avisco. ‘ ‘ 

5. Wesold Avisco cellophane properly labeled with their trademark 
and advertised and represented that such cellophane was manufac- 
tured by American Viscose Corp. 

6. We made certain wherever necessary that various stock sizes 
were readily available for emergency shipment. 
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7. We were responsible for the prompt payment of all bills rendered 
to us for all Avisco film bought by American Bakers Cooperative 
and resold by us to our members. We further assumed all credit 
risks on the resale of this product made to our customers. We have 
handled at our expense the settlement of claims arising from the re- 
sale of this merchandise. 

8. We furnished Avisco with the names, addresses, and other per- 
tinent data, of all members who were both current and potential users 
of Avisco cellophane. 

9. We furnished Avisco with any data gathered by our field per- 
sonnel relative to technical information and the uses and potential 
uses of cellophane; and have worked closely with their technical serv- 
ice, mechanical development, market development, and research de- 
partments both in servicing our members and in the development of 
new types of cellophane and other films for use in packaging of 
bread and cake items. 

10. Our records were available to American Viscose at any required 
time for the purpose of forecasting the types and volume of cellophane 
to be purchased by us for our customers in any given period. 

11. By handling Avisco cellophane exclusively, we were success- 
ful in selling to our customers over 75 percent of their total annual 
cellophane requirements. This was not done overnight, nor was it 
always that high; but was the result of constant selling effort and 
expense by us over a period of years. 

Mr. Dixon. Mr. Lange, you have just summarized the services that 
your association performed for American Viscose in return for the 
discount or the jobber’s commission that you were furnished ? 

Mr. Lance. That is correct. . 

Mr. Dixon. The services that you have summarized appeared, I as- 
sume, in the letter of February 13, 1958, addressed to the American 
Bakers Cooperative and signed by Mr. T. O. Williams, general 
sales manager. 

Mr, Lance. We have a sales contract ; that’s correct. 

Mr. Dixon. That was the contract ? 

Mr. Laner. That’s right. We have taken this more or less to re- 
member all of the things and the many things that we have done. 

Mr. Drxon. It is your testimony that you performed the services as 
required in this contract? 

Mr. Lance. Yes, sir. 

Mr. Drxon. As I understand it, on December 15, 1958, in the same 
year, you received a letter from American Viscose Corp., from this 
same Mr, T. O. Williams, sales manager, who gave you 60 days’ notice 
that this contract was being canceled; is that correct ? 

Mr. Lance. December 15 is correct as I recall. 

Mr. Drxon. Mr. Chairman, the first sentence of this letter states: 


We have been well pleased with the jobber arrangement we have had with 
you and your associates. 


The letter goes on to state that— 
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Due to existing circumstances, which we have discussed with you several times 
this past year—and with which you are entirely familiar—we are experiencing 
sales losses in excess of $3 million annually developed in 1958 alone. 

Because of this loss, they say they are going to cancel the contract. 

This sentence appears in there, Mr. Lange: “This decision is not 
a voluntary one.” 

What do you understand that to mean, sir? 

Mr. Lance. I believe that they have felt. that it was to their best 
interests while they did not like to do it, they had to. Now I won’t 
attempt to try to define that particular sentence in the leter. Of 
course, I have my own 

Mr. Dixon. Did you have any conversations with Mr. Williams dur- 
ing this year? 

Mr. Lanag. Yes, I have. 

Mr. Dixon. Did Mr. Williams tell you 

Mr. Lancer. I would like to say before I left my office I secured a 
statement from our purchasing agent giving sort of the itinerary of 
the proc eedings as it happened with Mr. Williams of American Vis- 
cose Corp. May I read it? 

Mr. Dixon. Yes. 

Mr. Lange. I think it will give it to you in chronological order. 

Mr. Dixon. Is it very long, sir? 

Mr. Lanop. Several pages. 

Senator Kerauver. Put it in the record and just summarize it now, 
Mr. Lange. 

(The document referred to may be found on pp. 6661-6662.) 

Mr. Lance. In June of 1958 we began to hear from the eastern dis- 
trict sales representatives of Avisco that pressure was being applied 
to Avisco by some major chain bakeries to have the same discount 
given them (the chain bakeries) and the Avisco representatives stated 
that the pattern seemed to be similar in that one by one these chains 

called top level Avisco executives’ in to be interviewed by the execu- 
tives of the chains. 

First, Avisco was questioned as to whether the cooperatives were be- 
ing given a discount. Avisco replied affirmatively, then the request 

was put forth by the chain executives, that a similar discount be given 
them. 

Then Avisco advised them they could not do it legally and then 
Avisco were told that they would be cut off as a supplier if they did 
not give the same discount. 

Mr. Dixon. Was there any conversation that you personally had, 
or that Mr. Rourke had, which would confirm that statement ? 

Mr. Lance. I know that conversations existed because I was in on 
most of them although I can’t say every one. 

Mr. Drxon. In other words, the representative of Avisco said they 
were told that they would be cut off by these national wholesale bakers, 
unless they canceled this contract with your cooperative. 

Mr. Lanor. They were told that they would either be cut off as a 
supplier or a threat was made to such action. 

Mr. Drxon. That threat was made with the proviso as the chairman 
points out, unless Avisco gave them the same discount? 
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Mr. Lanex. That is correct. 

Mr. Drxon. And when Avisco did not give them the same discount 
or were told that they could not give it to them, they canceled the 
contract. 

Mr. Laner. There is a lot of discussion. They came in to see us 
several times and we also had quite a lengthy telephone conversation 
and things of that sort with Mr. Williams. ‘They kept telling us that 
they hated to do it. They didn’t think that it would be cut out and 
then finally they said it might be. Eventually we got the letter, as of 
December 15, actually canceling the arrangement. 

Senator Kerauver. How does it stand now ? 

Mr. Lance. We are no longer under any arrangement with Avisco. 

Mr. Dixon. What national wholesale bakery chains do you under- 
stand had this conversation with Avisco ? 

Mr. Lance. I understand that Continental was one, Safeway Stores, 
General. There were four that he mentioned himself to us from time 
to time. I can’t think of the other one. Continental, General, and 
Safeway were the ones I know he mentioned for sure. 

Mr. Drxon. If you think of that name, will you supply it to us? 
We will make it a part of the record. 

Mr. Laneg. I will let you know. 

Mr. Drxon. In your statement you summarize a telephone conversa- 
tion which you had, and you say: 

He said the chains used the word “boycott” but did not state the names of those 
using it. 

What do you mean by that? 

Mr. Laner. He felt, as I recall the conversation, that they were 
really going to boycott his company and buy from his competitors 
rather than Avisco if they continued to do business with us. 

Mr. Drxon. You say you asked for the names of these chains and 
the general sales manager could only remember five, I believe. Is it 
these five that you have tried to name? 

Mr. Laner. I am trying to remember them, Mr. Dixon, but I just 
can’t think of the other two. 

Senator Keravuver. All right; any other questions, Mr. Dixon ? 

Mr. Dixon. That is all I have on that point, Mr. Chairman. 

Of the five gentlemen who accompany Mr. Lange, one of them, Mr. 
Donald Deans, has a prepared statement. I would suggest this state- 
ment be made a part of the record. In that statement Mr. Deans 
makes specific reference to several of the types of pressures that have 
been exerted upon him as an independent baker, which he thinks are 
destructive, and that unless something is done, they are going to keep 
his company from staying in this business. 

Senator Kreravver. Mr. Deans represents the Renton Baking Co. 
of North Adams, Mass. He is vice president and sales manager. 
Your statement will be made a part of the record, Mr. Deans. Do 
you want to tell us the problems you have? 

Mr. Deans. May I read the statement I have prepared ? 

Senator Kerauver. If you wish to read it. 
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STATEMENT OF DONALD DEANS, RENTON BAKING CO., NORTH 
ADAMS, MASS. 


Mr. Deans. As far as the Renton Baking Co. is concerned, it was 
established in North Adams and has been in business, family business, 
for the past 60 years. At the present time we have a problem that is 
unique to us alone and that is that we are within an urban renewal 
project area, and therefore we must vacate our plant. In doing this, 
as I have stated, we looked into the future of the baking business a little 
more thoroughly than we normally would have done. 

We looked back to the time shortly after the war when we had 79 
independent stores within North Adams, which has a population of 
22,000 people. 

There were four or five First National and A. & P. neighborhood 
stores. There were also two wholesale bakeries. During the inter- 
vening years up to the present time there now are 46 independent 
stores. 

That is a drop of 33, or a 42 percent loss. 

Senator Keravuver. In how many years? 

Mr. Deans. Since the war, 1945. And there is going to be many 
more. I know of instances where you can tell the trend as to which 
storekeepers are going out, and it is pressure brought more or less 
to bear on them by the chainstores’ competition. In that time we also 
lost the other independent bakery within North Adams, and in a 25 
mile radius we had three other bakeries that were liquidated, mostly 
brought about by the force of economic pressures of the large chain 
bakeries and also the chain grocery stores. 

I can go into the various incidentals that have contributed to these 
losses in the independent stores and the bakeries, if you wish me to. 

Senator Keravver. All right, you go on to that. I believe you 
begin on page 3, don’t you? 

Mr. Deans. On page 38. First ,there is the practice of overload- 
ing. This is one of the wastes for which we as bakers and citizens are 
noted and one for which we should not be proud. Yet it prevails 

whether in hard or in soft industries. 

The purpose of overloading is twofold. One, to create more sales 
through mass display; and two, to limit competition in displaying 
their products. 

Mr. Pecx. That is overloading by whom, sir? 

Mr. Deans. Overloading by the larger chain bakeries. 

Mr. Peck. By the chain bakeries? 

Mr. Deans. Larger chain bakeries. 

Mr. Peck. Not the wholesalers? 

Mr. Deans. Wholesale chain bakeries. We are getting confused 
about the chains again. The result of this practice is waste—waste 
through the increased stale returns and damaged products. The 
larger baking concern, when breaking into a new market or trying to 
dominate a certain market, does not feel the effects of stale return 
when you consider that it is a minute segment of their business. But 
the small independent concern, who is affected and who watches his 
stale percentage closely, cannot afford to retaliate with overloading to 
hold position for sales for any extended time. 
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Second, misleading advertising. Advertising is an essential part 
of any business and the baking industry is no exception. It disturbs 
me greatly, though, when I see and hear advertising so slanted for a 
gain of sales in any one company that it is detrimental to the baking 
industry as a whole. A good example of this is the diet bread form 
of advertising. Diet breads are extensively advertised as breads with 
which to control weight or lose weight. Yet, in comparison of calories 
in gram weight of a slice of white bread there is such a small calory 
difference that it is practically negligible. 

This emphasis on diet bread leads to the assumption that other 
breads are fattening, and in today’s diet-conscious consumer this in- 
evitably results in the lowering consumption of all other breads, and 
as such is detrimental to the industry as a whole. 

You have heard testimony to the effect that the per capita consump- 
tion of bread has been consistently dropping each year. This is partly 
the fault of the bakers themselves as I see it. They are failing to ad- 
vertise their basic product, bread, as the staff of life and essential for a 
well-balanced diet. 

The large chain bakers have the financial means of advertising any 
specialty item until this item finally goes over and can be maintained 
with moderate advertising moneys. 

If the small independent were to carry out similar programs in 
proportion to his size, the same results could not be achieved because 
the expenditures would reduce the working capital to a disastrous 
level. It simply is not possible for a small independent to do the 
saturation-type advertising as the large chain bakeries do it. 

Third, cheap bread. There has been a gradual increase in the ap- 
pearance in our area of cheap bread or low-cost bread. This has 
been stimulated by the insistence of chain grocers to sell their standard 
white loaf at a price equal to or lower than the wholesale price of 
breads in the independent stores. 

In order to compete the voluntary chains such as IGA and the 
Red & White sought out bakeries who would be willing to give a deal 
whereby they also could sell bread at a comparable price to the chains. 

The bakers who made these yields found it was necessary to make 
it available to their other independent stores or be tossed out of these 
stores. When the cheap bread cut into the regular bread sales, some 
other bakers found it necessary to sell for instance some form of bread, 
cheap bread to keep their volume up to standard. 

Actually the only way in which a baker can justify selling a loaf 
of bread cheaper than the standard loaf is by forgetting completely 
the distribution cost of this loaf and hope by so doing that the addi- 
tional volume will affect the profit. 

This is fine if it would not hurt their volume on the standard loaf. 
In making available the low cost bread, there has been a feeling 
created that the profit on a loaf of standard bread is tremendous. 
This would be true if the very nature of our highly competitive 
business did not require the baker to take back products that are 
not. sold. 

The way in which the low cost bread has affected us is that it has 
cut into the volume of our main loaf, making it necessary for us 


to go more and more into the costly production of varieties to keep 
up our sales. 
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Fourth, granting of discounts. In this I have crossed out the 
rarious definite references to certain companies. I believe on your 
copy of my statement, it has not been crossed out. 

As I understand it, under the Robinson-Patman Act, if discounts 
are offered to one account they have to be offered to all accounts of 
that. bakery. 

If this is true then the act is violated every day. Discounts are 
given to certain large accounts by large chain bakeries. 

Senator Krerauver. You have noted certain discounts. Do you 
know this information to be true? 

Mr. Deans. I know it to be true, sir, yes. 

Senator Kreravuver. Then testify about it and we will give these 
people an opportunity to answer, if you have no objection. 

Mr. Deans. I hate to have any retaliation whatsoever, and there 
is a lot of various and devious means, I would say, that they can 
retaliate within the law, that you would not know about nor would I, 
except for the results that would happen. 

I would just as soon, if I could, cross out the references to the 
individual bakeries. 

Senator Keravuver. If you feel it is better for you, then you do so. 

Mr. Deans. Thank you. 

Senator Kerauver. But we can take this information in executive 
session. 

You go ahead with your statement. 

Mr. Deans. All right. Discounts are being given to certain large 
accounts by large bakeries. As an example, as I was informed the 
Industrial Foods which manages the cafeteria of the Sprague Electric 
Co. were offered a 10 percent monthly discount by a large chain 
bakery if they were given the business. 

If it were not for the understanding attitude of the Sprague man- 
agement, and their desire to keep as much as possible of their pur- 
chase locally, we would have lost the account. There have been other 
instances of discounts offered to accounts. Some we have lost, but 
the rest we have managed to hold. 

Closely alined to discounts are the various means used by bakers 
to obtain first position in stores. Many bakers have available for 
stores bread racks of the type manufactured by Erickson or Maine 
Manufacturing Co. Some bakers have carpenters make custom 
built. wooden racks. Any of these racks are good competitive methods 
for displays of bread and bakery products, but there have been many 
instances where we have offered a bread rack in a store only to have 
another baker offer a similar rack, plus other inducements, such as 
extra shelving, or painting the inside, or the outside of the store. 

An example of this was graphically pointed out to me a few months 
ago when one owner who was renovating his country store wanted 
to see me. He wanted a rack and asked if I would give him one. 
My reply was “Yes.” He then related what had transpired when ap- 
proached by one of the large chain bakeries. They wanted him to 
discontinue handling our products and were willing, if he did this, to 
paint the front of his store and give him more shelving for canned 
goods. 

The store owner was so disgusted with the attitude that if T had 
asked him he would have put this company’s bread out. Thank 
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Heaven there are a few store owners who do not take kindly to bribery 
or force. 

Another side of obtaining space or buying or renting a rack space; 
2 months ago it was necessary for us to pay $75 for a 2-foot section 
of a bread rack which was the poorest position. This was a newly 
built Red and White store. The baker that got the first position 
was one who has a tie-in with these stores and private label bread. 

He said he paid a reported $300 for his space and the other three 
bakers paid between $100 to $300. This practice of buying rack space 
has not as yet become general in our area, and the renting of rack 
space has not hit us as yet. But if it does, once again it will be one 
other way that we cannot compete with the chain bakers. 

When we as a small bakery look into the future, realizing the 
trends and the distribution of bakery products, and the unfair prac- 
tices of the large chain bakeries or chain stores, we are greatly 
disturbed. Is there a place for the small independent bakery in this 
future ? 

Even if we are willing to assume a tremendous debt load and a 
tremendous workload, will we be able to exist or will the small inde- 
pendent be relegated to the small retail outlets while the chainstores 
and the large chain bakeries take over the wholesale distribution of 
bakery products? 

If this committee can place whatever restrictions or curbs are nec- 
essary so that a small independent business can compete fairly and 
with reasonable profit with the large chain, then we will feel safe in 
relocating and rebuilding and continuing in business. 

Otherwise one more small independent business will bite the dust. 

Senator Keravuver. Mr. Deans, I thank you very much for your 
enlightened statement which you have given us. I hope that there 
can be something done to help save the small independent bakery. 

I think you have very well and clearly analyzed what the situation 
is. 

(Mr. Dean’s prepared statement follows :) 


My name is Donald D. Deans, representing the Renton Baking Co., Inc., of 
North Adams, Mass. My position with this company is as vice president and 
sales manager. The Renton Baking Co. employ 56 people and has net sales 
amounting to $522,000. Our competition is made up of large chain bakeries, 
chain grocery stores that produce their own baked goods, and large independent 
bakeries. 

It is my understanding that this committee wants from me information on 
how “any bad or destructive practices” on the part of the large chainstore baker- 
ies and national chain bakeries, which have previously been testified to before 
this committee—how they have affected us, our business, our prospects, our 
financial standing. 

The Renton Baking Co. has a problem which is unique to us. We are located 
in the middle of an urban renewal project and are being forced to vacate our 
plant. Because of this we have been giving a great deal more thought to the 
problems of the independent bakers than we might otherwise have done. In 
order to relocate we would have to assume what is for us a very large financial 
debt and, before assuming that debt, we have had to look into the future as best 
we could—trying to see what the prospects are for a reasonable assurance to 
the liquidation of such a debt in a decent interval of time. If we cannot do 
this, we have no other choice but to go out of business. 

In trying to foresee the trends for the future we have had to look back to see 
the trends of the past few years, and here, to the best of my ability to present it, 
is the picture as I see it. 

I became associated with the Renton Baking Co. after World War II. At 
that time North Adams, a city of 22,000, supported 79 independent grocery 
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stores; 4 or 5 neighborhood A. & P. and First National chainstores: 2 whole- 
sale bakeries. Also, at this time, there were three other wholesale bakeries 
within a 25-mile radius. Due to what we considered unfair practices of na- 
tional bakery chains, these three and the other wholesale bakery in North 
Adams went out of business in a 5- to 6-year period. We survived this period 
by joining with other independent bakeries in forming the American Bakers 
Cooperatives, and today we are the only independent bakery plant in Berk- 
shire County. 

Now let us look at what has happened to the grocers in that period of time. 
There is one large First National supermarket and two large A. & P. super- 
markets. There are 46 independent grocers left—a drop of 33, or a 42-percent 
loss. What has happened in North Adams has happened in cities and towns 
in our area in proportionate ratios, and in the immediate years unless some 
economic change intervenes, the trend would seem certain to continue. 

In view of this trend of less and less stores for distribution of our products 
and the inability to do business with the large chainstores because of the limited 
number of their stores in our area, or because they have their own baked goods, 
we have been forced to expand our area to find new distribution outlets and to 
keep up our production. This, of course, automatically increases our distribu- 
tion costs, but we have been fortunate in having our products accepted to such 
an extent that the volume has increased and effected our production efficiency 
which has offset a good portion of the increased selling cost. 

Of course, the large chain bakeries have been facing the same problem and 
exercising the same methods of expansion for production. In so doing, many 
unfair practices have resulted, such as overloading, misleading advertising, 
cheap bread, giving of racks and discounts. I would like to present each one 
of these separately. 


First, the practice of overloading 

This is one of waste for which we, as bakers and citizens, are noted and one 
for which we should not be proud. Yet it prevails whether in hard or soft in- 
dustries. The purpose of overloading is twofold: one, to create more sales 
through mass display and, two, to limit competition in displaying their products. 
The result of this practice is waste—waste through increased stale returns and 
damaged products. The larger baking concern, when breaking a new market 
or trying to dominate a certain market, does not feel the effects of stale return 
when you consider that it is a minute segment of their business, but the small 
independent concern, who is affected and who watches his stale percentage 
closely, cannot afford to retaliate with overloading to hold position and sales 
for any extended time. 


Second, misleading advertising 

Advertising is an essential part of any business and the baking industry is no 
exception. It disturbs me greatly, though, when I see and hear advertising so 
slanted for the gain in sales of any one company that it is detrimental to the 
baking industry as a whole. A good example of this is the diet-bread form of ad- 
vertising. Diet breads are extensively advertised as breads with which to con- 
trol weight or to lose weight. Yet in comparison of calories in gram weight of a 
slice of white bread, there is such a small calorie difference that it is practically 
negligible. This emphasis on diet bread leads to the assumption that other 
breads are fattening and, in today’s diet-conscious consumer, this inevitably 
results in lowering the consumption of all other breads and, as such, is detri- 
mental to the industry as a whole. You have heard testimony to the effect that 
the per capita consumption of bread has been consistently dropping each year. 
This is partly the fault of the bakers themselves as I see it. They are failing to 
advertise their basic product “bread” as the “staff of life” and essential for a 
well-balanced diet. The large chain bakers have the financial means for ad- 
vertising any speciality item until this item finally goes over and can be main- 
tained with moderate advertising moneys. If the small independent were to 
carry out a similar program in proportion to its size the same results could not 
be achieved because the expenditures would reduce the working capital to a 
disastrous level. It simply is not possible for a small independent to do the 
saturation-type advertising as the large chain bakers do it. 


Third, cheap bread 


There has been a gradual increase in the appearance in our area of the “cheap 
bread” or the “low cost bread.” This has been stimulated by the insistence of the 
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chain grocers to sell their standard white loaf at a price equal to or lower than 
the wholesale price of the breads in the independent stores. In order to com- 
pete, the voluntary chains, such as the I.G.A. and the Red & White, sought out 
bakeries who would be willing to give a deal whereby they, also, could sell 
bread at a comparable price to the chains. The bakers who made these deals 
found that it was necessary to make it available to their other independent stores 
or be tossed out of these stores. When the “cheap bread” cut into the regular 
bread sales, some other bakers found it necessary to sell some form of “cheap 
bread” to keep their volume up to standard. Actually the only way in which a 
baker can justify selling a loaf of bread cheaper than the standard loaf is by 
forgetting completely the distribution cost on this loaf and hope, by so doing, 
that the additional volume will effect a profit. This is fine if it would not hurt 
their volume on the standard loaf. In making available the “low-cost bread.” 
there has been a feeling created that the profit on a loaf of standard bread is 
tremendous. This would be true if the very nature of our highly competitive 
business did not require the baker to take back products that are not sold. The 
way in which the “low-cost bread” has affected us is that it has cut into the 
volume of our main loaf, making it necessary for us to go more and more into 
the costly production of varieties to keep up our sales. 

Fourth, racks and discounts 


As I understand it, under the Robinson-Patman Act, if discounts or special acts 
are offered to one account, they have to be offered to all accounts of that bakery. 
If this is true, then the act is violated every day. Discounts are being given to 
certain large accounts by the large chain bakeries. As an example, the Indus- 
trial Foods, which managed the cafeteria of the Sprague Electric Co., were 
offered a 10-percent monthly discount by a large wholesale chain bakery if they 
were given the business. If it were not for the understanding attitude of the 
Sprague management, and their desire to keep as much as possible of their pur- 
chases locally, we would have lost the account. There have been other instances 
of discounts offered to accounts, and some we have lost, but the rest we managed 
to hold. 

Closely alined to discounts are the various means used by bakers to obtain first 
position in stores. Most bakers have available for stores bread racks of the type 
manufactured by Ericson or Maine Manufacturing Co. Some bakers have car- 
penters make custom-built wooden‘ racks. Any of these racks are good com- 
petitive methods for displaying of bread and bakery products, but there have 
been many instances where we have offered a bread rack to a store only to have 
another baker offer a similar rack plus other inducements, such as extra shelving 
or painting the inside and/or outside of the store. An example of this was 
graphically pointed out to me a few months ago when one owner, who was reno- 
vating his country store, wanted to see me. He wanted a bread rack and asked 
if I would give him one. My reply was “Yes.” He then related what had tran- 
spired when approached by one of the large chain bakeries. This company had 
wanted him to discontinue handling our products and were willing, if he did this, 
to paint the front of his store, and give him more shelving for canned goods. 
The store owner was so disgusted with this attitude that, if I had asked him, he 
would have put this company out. Thank heaven, there are a few store owners 
who do not take kindly to bribery or force. 

Another side to obtaining space is the buying or renting of rack space. Two 
months ago it was necessary for us to pay $75 for a 2-foot section of a bread rack 
which was the poorest position. This was in a newly built Red & White store. 
The baker that got the first position was one who has a tie-in with these stores 
with private label bread. He paid a reported $300 for his space and the other 
three bakers paid between $100 to $300. This practice of buying rack space has 
not as yet become general in our area and the renting of rack space has not hit us 
as yet, but, if it does, once again it will be one more way that we cannot compete 
with the chain bakers. 

When we, as a small bakery, look into the future, realizing the trends in the 
distribution of bakery products and the unfair practices of the large chain 
bakeries and chainstores, we are gravely disturbed. Is there a place for the 
small independent bakery in this future? Even if we are willing to assume a 
tremendous debt load and a tremendous workload, will we be able to exist or will 
the small independent be relegated to small retail outlets while the chainstores 
and large chain bakeries take over the wholesale distribution of bakery prod- 
ucts? If this committee can place whatever restrictions or curbs are necessary 
so that a small independent business can compete fairly and with reasonable 
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profit with the large chain, then we will feel safe in relocating and rebuilding and 
continuing in business. Otherwise, one more small independent business will 
“bite the dust.” 

Senator Kerauver. Do any of you other gentlemen have prepared 
statements? Let’s go around the group and see if any of you have 
any contribution or any matters you want to tell us about. 

Mr. Junge, you were going to tell us about 10-cent bread out in 
Kansas. 


STATEMENT OF BOB JUNGE, JUNGE BAKING CO., COFFEYVILLE, 
KANS. 


Mr. Junor. Yes, sir. Forgive me for not making a prepared state- 
ment for everybody to have but this is my first hearing of this type. 

Ten-cent bread began 

Senator Kerauver. You are the Junge Baking Co. ? 

Mr. Junor. Junge Baking Co., yes. 

Senator Keravuver. Of Coffeyville, Kans. ? 

Mr. Junar. Yes, sir. My name is Bob Junge. I am the treasurer 
and vice president of our organization, Ten-cent bread began about 
8 or 9 years ago through one of the major grocery chains. They used 
their bread as a loss leader evidently because their bread sold for 10 
cents. As a result of the advertising that took place in regard to the 
10-cent bread, another local chain grocer found it necessary to take 
on this loaf of bread also. They were able to secure from the Beatty 
Bakery at St. Joe a loaf of bread that would sell for 10 cents on 
weekends and two for a quarter during the week. 

Mr. Cuumpris. When you mention local chain, you are referring to 
a local food chain? 

Mr. Junag. Yes, local grocery chain. 

(At this point in the proceedings, Senator Hart entered the hearing 
room. ) . 

Senator Krrauver. Gentlemen, while we are interrupted, I want to 
present Senator Hart, of Michigan, who is an important member of 
this committee. 

Go ahead, Mr. Junge. 

Mr. Juner. As a result of what we call creeping paralysis of the 
cheap bread, other local stores found other sources of cheap bread 
from bakers within the area. Another source of cheap bread crept 
out of Wichita, Kans., from a grocery-owned bakery known as Flem- 
ing’s Grocery. They called their brand bread Magic Baked. 

Mr. Prcx. Mr. Junge, is this bread of standard quality or is it sub- 
standard or different in any way? 

Mr. Junce. Sir, it is a loaf of bread that is a fair quality wrapped 
in wax paper delivered either by express or the freight companies 
within the area without any commission on bread. 

(At this point in the proceedings, Senator Kefauver left the hear- 
ing room.) 

Mr. Peck. But so far as the actual consumer of the bread is con- 
cerned, it is about the same as other bread, is it ? 

Mr. Junar. Well, we consider it slightly lower quality than our 
standard loaf of bread, which was the “only reason we maintained a | 
certain amount of sales in the face of the whole situation. | 
Mr. Dixon. How much difference is it in cost to manufacture? 
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Mr. June. Very slight, sir. The cost of shipping was borne by 
the grocery chain who bought the bread. It was shipped collect. 
After a period of time one of the larger members of a chain bakery 
found it necessary to meet the price of the cheap bread. They re- 
duced the price of their bread to 12 cents a loaf delivered by the 
regular driver salesman. 

Ve hesitated in meeting the price because we knew that we would 
take a terrific loss in our operation in trying to meet the cost of sell- 
ing a loaf of bread at that price. 

However, after 3 days our volume had dropped and we knew that 
unless we met the price of the bread delivered by regular driver 
salesmen we would soon either have to quit our routes, and, of course, 
as the result of lost volume in our plants we would be out of business 
anyway, so we met the price of 12 cents a loaf delivered in the north- 
ern part of our territory. 

That price continued on for a period of around 9 months. 

In the meantime we continued to sell in the rest of our territory our 
regular loaf of bread at 17 cents a loaf wholesale. 

As the period went on and this cheap bread continued to increase 
in amount being serviced to the stores, the same bakery opened up 
the territory a ‘little wider whereby they shipped the bread into a 
larger area of our territory. 

Since that time we are now selling bread for 12 cents a loaf deliv- 
ered on all except about three routes which are located in Oklahoma. 

Mr. Buatr. Mr. Junge, would you mind telling us the name of that 
national wholesale baker who reduced his price to 12 cents? 

Mr. Junar. Yes. The name of the baker is the Rainbo Bread Co. 
However, I would like to state this. I do not hold them responsible 
for the reduction in price because I think they did it to meet com- 
petition. 

Mr. Buarr. But they were meeting the competition of a so-called 
cheap loaf. 

Mr. Junar. Yes, sir. 

Mr. Buarr. Meeting competition with their regular bread ? 

Mr. Junex. Regular-priced bread. 

Mr. Buatr. Rainbo is a subsidiary of Campbell Taggart? 

Mr. Junce. Yes, sir. 

Mr. Dixon. Do you consider that bread is of like grade and quality 
as the cheap bread ¢ 

Mr. Juner. No, sir. It is of regular standard grade that the whole- 
saler is accustomed to manufacturing. 

Mr. Buarr. In the bread industry would that be like selling a Cadil- 
lac in competition with a Ford at the same price ? ; 

Mr. JuNce. I would say probably a Cadillac against a Buick, 
sir. 

Mr. Buatr. Mr. Chairman, I would just like to note for the record 
that as compared to this price of 12 cents Campbell Taggart’s _ 
price at Wichita in September 1958 was 16.7 cents and at Tulsa, Okla., 
it was 16.5 cents. At Wichita in other words, in the very same State, 
Campbell Taggart’s price was nearly 5 cents above its price at Coffey- 
ville; is that correct ? 

Mr. Juner. Their territory does not go into Coffeyville, Kans. 
However, the price was at Independence, Kans., about 13 miles away 
35621—59—pt. 1222 
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and as a result with that price being so close to our own local market 
we had to reduce our price because we are threatened—we will say 
that some of our good friends who stayed with us during this cheap 
bread, this lower priced bread, they felt it necessary for them to have 
a cheap bread to compete with other grocery stores. ne 

Mr. Dixon. Did you give us the name of the store that instituted 
this cheap bread ? 

Mr. Joner. The name of that store was the Safeway Stores. Their 
bread was called Oven Joy. 

Mr. Dixon. They bake that bread for themselves ? 

Mr. Junoce. Yes, they bake it in their own plant. 

Mr. Dixon. In order to meet that price, you and the other inde- 
pendents had to bake a cheap loaf of your own? 

Mr. Junae. No, sir. We did not meet the price in the very begin- 
ning. Another food chain sought the source of a cheap loaf of bread 
also. 

Mr. Drxon. Sought the source ? 

Mr. Junoe. Yes. 

Mr. Drxon. By private label ? 

Mr. Junor. Yes, they were able to obtain a loaf of bread made by 
the Beatty Baking Co. which serviced the Kansas City area with a 
loaf of bread that sold for 10 cents. 

Mr. Drxon. Then you had two major chains selling bread at 10 
cents ¢ 

Mr. Junee. Yes, and that went on for about 4 years and then an- 
other group of stores, which only have two stores but have a large 
volume of business in our area, were able to locate a loaf of bread from 
another baker that sold for 10 cents or two for a quarter. They also 
varied the price according to the week. In other words, sometimes it 
would be a dime, sometimes two for a quarter, depending upon a 
weekend special and soon. It was a loss leader. 

Mr. Dixon. Then after this situation developed, you and other in- 
dependent wholesalers had to meet that price ? 

Mr. Juner. Eventually I had to meet it. We have been now in 
cheap bread since March a year ago in part of our territory, and 
March of this year in most of our Kansas territory except for one or 
two routes. 

Mr. Drxon. I asked a moment ago if there was very much differ- 
ence in the manufacturing cost of cheap bread and regular bread and 
you said very little. 

Mr. Junce. Very little, yes. 

Mr. Dixon. Can you make a profit selling bread at 10 cents? 

Mr. Juner. We cannot. 

Mr. Drxon. You are losing money on the bread that you are selling 
at 10 cents? 

Mr. Juncr. We have lost money in this past year. That is we have 
not gone into the red entirely but we have had many months where 
we were losing from $1,200 to $2,500 a month. 

Mr. Drxon. The reason you did not go in the red any deeper was 
because in some of your areas you were not required to sell at 10 
cents ¢ 

Mr. Junor. That’s right. Our buns and our other mixed bread, 
of course, helped to raise the average slightly. 
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Mr. Buair. Mr. Junge, this bread that was sold at Independence by 
the major wholesale bakery, was that produced in Wichita ? 

Mr. Junce. No; that was produced in Emporia, Kans., sir. 

Mr. Dixon. What is the distance from Emporia to Independence? 

Mr. Junce. I would judge that the distance is in the neighborhood 
of 75 to 80 miles. I have never clocked it though. 

Mr. Dixon. The price at Independence was lower or higher than 
the price at Emporia ? 

Mr. Junoe. The price at Independence was the same as at Em- 
poria. You see they have been in a cheap bread market for some 
period of time prior to this. As I said, in my original statement, I 
did not hold them responsible for the lower price because they were 
meeting the price of the grocery chainstore bread. 

Mr. Buarr. And they met it by adopting the same price that pre- 
vailed at the plant at which bread was baked, but in effect absorbing 
the transportation cost to Independence ? 

Mr. Junar. Yes, sir. 

Mr. Dixon. Now, sir, I am interested in trying to determine how 
cheap does bread have to get before the customer quits buying what 
you people call quality bread, which has a special name or a particular 
label on it ? 

Mr. Junae. Sir, any differential in price will reduce your volume. 

Mr. Drxon. I understand that, but what if you have a private label 
bread laying next to a nationally advertised bread, and if there is 
only 1 or 2 cents’ difference between them ? 

Mr. Juncr. We have been able to survive, when there has been 
1 or 2 cents’ difference. 

Mr. Drxon. But if you have a difference of 7 cents between them, 
what happens to the consumer’s choice then ? 

Mr. June. The consumer’s choice, of course, increases as the price 
goes down. 

Mr. Dixon. How much difference do you have to have before—— 

Mr. Junce. Our routes fell to about 6 to 700 dollars on the week 
as a result of the cheap bread. After we began to produce a loaf 
of bread—that is we didn’t cut the quality of our bread, sir. We 
reduced the weight slightly and kept within the—— 

Mr. Drxon. What do you mean by “slightly” ? 

Mr. Juner. Well, the weight on the wrapper said 16 ounces, and 
we kept it within 16 ounces. 

Mr. Dixon. What was it prior to that, ordinarily ? 

Mr. Junce. Anywhere from 16.5; we maintained around 16.5 to 
17, so that we would not be underweight at any time on that. 

Mr. Dixon. That is a very interesting situation. Certainly you 
can’t exist very long losing money, can you ? 

Mr. Junee. No, sir. If it wasn’t for the fact that we have been 
conservative business people and had some reserves, we wouldn’t be 
in business today. 

Mr. Drxon. Is there any indication that this situation might change 
out there ? 

Mr. Juncr. We are hoping that it comes from the heart of the 
grocer that the situation will change. As a result of the price to the 
regular wholesale grocer being reduced they have sold their bread 
two for a quarter, which means they have only made a half-cent profit 
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on the loaf of bread being sold in their store, and since their profit 
margin has fallen so much, I think that eventually the grocer will see 
that it was wrong to handle a loaf of bread as a loss leader, and decide 
to make a profit on his bread again. 

We hope that is the case. 

Mr. Dixon. Thank you, sir. 

Senator Harr. Any further questions? Thank you very much. 

Mr. Roskam, would you care to make a statement ? 


STATEMENT OF DONALD ROSKAM, ROSKAM BAKING CO., GRAND 
RAPIDS, MICH. 


Mr. Rosxam. About the time we are going to have lunch? 

Senator Harr. One of the hazards I have discovered since I have 
been down here is that among the many things that are not predictable 
is lunchtime. 

Mr. Rosxam. If the bakers keep on going the way it has been, why 
we are going to get to the same position. 

My name is Don Roskam. I am president of the Roskam Baking 
Co., an independent wholesale baker in Grand Rapids, Mich. We 
have been in the baking business for the past 30 years and have fol- 
lowed the policy of always adhering to acceptable and legitimate 
business practices. 

We ‘have seen our operation grow until now we operate 24 whole- 
sale bread routes serving Grand Rapids in an area of approximately 
a 50-mile radius. Grand Rapids as an area is served by 12 whole- 
sale bakeries of which 5 out of the 12 are multiplant operations. 
Besides these there are two major chain groceries who operate their 
own bakeries and serve this area with a full line of bakery products. 

For an area of this size, approximately 200,000 inhabitants, this 
constitutes a condition whereby unfair business practices can easily 
become the rule. Conditions which have become prevalent in the 
past few years caused great concern for a continued outlook of op- 
erating within the realm of formally accepted good business practices. 

At one time the job of selling bakery products was simply make 
a good product, deliver it to retail outlets and display it on the 
grocer’s own racks. However, to gain an advantage the practice of 
supplying racks to display bakery products was the beginning of a 
long line of concessions and other practices, each aimed at gaining 
an advantage over the competitor with the net result that this has 
contributed to the degeneration of business ethics. 

Below cost selling, secret discounts, free merchandise, and excessive 
advertising allowances are some of the methods resorted to in an 
attempt to gain business. One instance is the business of the Howell 
Sanitarium at Howell, Mich., in which the bid was from 25 to 44 
percent off the regular wholesale prices. 

Mr. Drxon. Who instituted that bid, sir? 

Mr. Rosxam. Michigan Bakeries of Grand Rapids, Mich., and Con- 
tinental Baking Co., bid exactly the same prices on all but one item, 
and their only difference was in the price of fried cakes. 

Mr. Dixon. Was that at the same time on the same day ? 

Mr. Roskam. Yes, this form of below cost selling is one method of 
attempting to keep volume up in the plant and is only one of many 
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similar cases existing around the country. We feel that it should 
be wholly unnecessary for multiplant bakeries to resort to the above- 
mentioned unfair business practices because their size normally gives 
them legitimate advantages which are available to small operators 
only at excessive costs. 

Among these are advertising layouts and space, quantity buying, 
production specialists, internal auditing, and maintenance and equip- 
ment interchange. 

Another situation which we feel should be mentioned at this time 
is the import of Canadian bread into our border cities. While this 
does not affect us at the present time in Grand Rapids, the near 
future could bring this right to our doorstep as we are only 150 miles 
from the border at Detroit. 

Canadian bread is imported and sold at prices which are absolutely 
impossible to meet and still keep up the high standard of American 
economy. Due to the difference in material, labor, and operating 
costs, this bread is brought into this country at a price which is under- 
mining the complete price structure of the whole industry. 

This situation can only aggravate the already chaotic conditions 
in our industry and lead to the elimination of many small independent 
bakeries, 

Mr. Drxon. Is any of that bread being sold at Grand Rapids as 
yet ? 

Mr. Rosxam. Not yet, sir. 

There have been a number of threats I might say, and there have 
been a number of inquiries by individuals, I am told, to different 
grocery operators to see whether they would be interested in con- 
tracting for some of that bread. 

Mr. Peck. How far is Grand Rapids from Detroit, sir? 

Mr. Rosxam. 150 miles. 

Mr. Peck. How far is Grand Rapids from the nearest bakery in 
Canada? Would that be in Windsor perhaps? 

Mr. Roskam. I would think so. 

Mr. Peck. That would be about 150 miles. 

Mr. Roskxam. It is within the realm of the Congress of the United 
States to correct this situation and protect the small American busi- 
nessman by the constructive application of tariffs. In conclusion, 
we appreciate the interest that this committee has shown in their 
stated desire to provide an atmosphere in which the backbone of 
America, the small businessman, can legitimately and effectively con- 
tribute to the economy of this Nation. 

The baking business is as old as history and, given a fair chance, 
will prove that it is an industry that will progress as fast and as 
effectively as any other. It is only when the leeches of greed attach 
themselves to a healthy economy that this old and honorable industry 
becomes threatened. 

Senator Harr. Thank you very much, sir. May I ask the staff if 
the import figures have gone into the record ? 

Mr. Dixon. They have not as yet. 

Mr. Buatr. No, sir. We are waiting until tomorrow when a wit- 
ness who is going to appear will, I believe, direct a considerable part 
of his testimony to the import situation in Detroit. 
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Senator Harr. Would you develop again for me—I am sure the 
others caught it, but I missed it—the import of the bid at the Howell 
Sanitarium? What was the sequence there? What happened? 

Mr. Roskam. Well, as is necessary in public institutions, I under- 
stand, their business is open for bids. Two bakeries in my opinion 
bid a very ridiculously low price, to me unquestionably far below costs, 
to obtain that business. To me, when you take business below cost, 
some other customer has got to pay for that loss if you are going to 
stay in business and make money, and I think that is very unfair. 

Senator Harr. The two bids at the sanitarium were below your 
costs, or what you estimate to have been the cost of the low bidder? 

Mr. Rosxam. They are below my costs, sir, and I believe I know 
enough of the cost figures to say without question that they are below 
their costs. 

Senator Harr. You used the percentages 22 to 44 percent ? 

Mr. Roskam. 25 to 44 percent below wholesale prices. 

Senator Harr. The prices of the winning bidder at the sanitarium 
are below a market average or below what ? 

Mr. Rosxam. Below their normal wholesale prices. 

Senator Harr. Below their prices? 

Mr. Rosxam. Right. 

Mr. Buatr. What was their normal wholesale price ? 

Mr. Roskam. On their regular 20-ounce loaf of bread, which is the 
predominant loaf in Michigan, their wholesale price is 20 cents. 

Mr. Buatr. Sothis was about 11 cents they bid ? 

Mr. Rosxam. They bid 15 cents. 

Their buns they bid in at 23 cents and the normal wholesale price 
at the restaurant level, which is cheaper than the store level in Michi- 
gan, is 30 cents, so there was a 7-cent differential between the whole- 
sale and the bid price there. 

Senator Harr. Who were these bidders ? 

Mr. Roskam. Michigan Bakeries of Grand Rapids and Continental 
Baking Co. from Detroit. 

Senator Harr. Is Michigan of Grand Rapids one of the multiplant 
operations ? 

Mr. Roskam. Yes. 

Senator Harr. Is it a locally owned concern or is it a subsidiary 
of one of the national chains? 

Mr. Rosxam. It is not a subsidiary of one of the national chains. 
Frankly, our problems in Grand Rapids have not stemmed too much 
from one of the Big Eight or any of the Big Eight. We only run into 
direct competition in a major part of our area with one of them, and 
they are tough competition, in that they have got a lot of money and 
do a tremendous job of advertising and make a very good product. 
But as far as unethical business practices, in our particular area, they 
are by far the lesser of any of the evils. 

Senator Harr. So that we could assume from your experience that 


unethical practices are not characteristic of nationally owned firms 
to the exclusion of locally owned ? 


Mr. Rosxam. In our area, sir? 

Senator Harr. Yes. 

Mr. Roskam. Because, as I said, we only compete with one. 

Mr. Dixon. Where does the impetus for these unethical practices 
come from? From the wholesale baker or from the chainstores? 
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Mr. Rosxam. That is a question I would rather not answer. 
Mr. Drxon. I would like to hear your answer, if you care to give it. 
Senator Harr. You don’t offend us by assuming you know more 

about the business than we do, so we have to rely on you to help. 

Mr. Rosxam. I appreciate that, sir, but sometimes it seems as though 
some of my customers know a great deal more about the bakery busi- 
ness than we who have been in it all our lives and now know nothing 
else. 

Senator Harr. Politicians are familiar with that problem. Go right 
ahead. 

Mr. Rosxkam. Well, very frankly, in many instances, and I think 
it is true around the country, one grocer will play one baker against 
another, not necessarily always so honestly either. In other words, 
they can allege that another baker offered them X number of dollars 
to gain a portion of a rack or a certain percentage of his business, 
and the other fellow starts getting nervous and he also says, “Well, if 
oer can do it, and if I am going to keep that position, I had better 

o it.’ 

There have been instances where grocers have sold bread rack space 
over and over. In other words, sell the same space to every baker. A 
lot of it has got to be laid right at that doorstep, and it is a very diffi- 
cult job trying to sell the retailer on the idea that his suppliers must 
make money in order to doa good job for him and the public. 

No one can lose money for long. 

Mr. Dixon. Is it common in Grand Rapids, for instance, that large 
sums of money are paid to chainstores, ostensibly, at least, in the name 
of promotional allowances ? 

Mr. Roskam. I have heard of some; but very frankly, at the mo- 
ment, the price of bread in Grand Rapids does not warrant too much 
of that. 

Mr. Drxon. You mean by that, it is too low ? 

Mr. Rosxam. It is far too low. 

Mr. Drxon. Even though it is low, don’t you find in Grand Rapids 
that the practice still is prevalent of either granting discounts above or 
below the table, as they say, or for the purchase of rack space? 

Mr. Roskam. My salesmen continually come in with the stories 
when they are thrown out of a store or have their volume cut down, 
and I am always asking for proof. That I haven’t been able to get. 
So I, in many instances, feel that they have lost out because of lack 
of good sales ability. But after quite a little of that, why then you 
begin to surmise some of these things are really going on. 

Mr. Dixon. You found it necessary to do some of it in order to meet 
competition yourself ? 

Mr. Rosxam. Sir, I don’t live in a glass house, but we have not 
done any of that particular type of thing. We have cut the price of 
bread to try and eliminate that type of thing. 

Mr. Dixon. Have you cut it to everybody ? 

Mr. Roskam. Absolutely. I was looking at this chart from Conti- 
nental here—their white bread wholesale prices on September 1, 1958. 
We now, in the Grand Rapids market, have a pound loaf of bread on 
the market that is below any of the prices of Continental there or any- 
where in the country. 

We are selling pound white bread at the wholesale level for 15 
cents today. 
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Mr. Drxon. You mae selling it ? 

Mr. Roskam. Yes, sik. 

Mr. Drxon. Are you making money ? 

Mr. Roskam. No; we are, “i: money every month on that par- 
ticular loaf of bread. 

Mr. Dixon. You are having ha that to be competitive ? 

Mr. Roskam. Yes, sir. 

Mr. Drxon. You are only able t0.make a profit by virtue of the 
profit you make on your other products% 

Mr. Roskxam. That’s right, but the preg i is considerably less than 
it was last year, for instance. 

Mr. Dixon. With reference to this hospitahthe Howell Sanitarium, 
the Clayton Act does not provide that sellers have to treat public 
institutions the same as they do anyone else. They can sell it or give 
it away if they want to. But your statement is of terest that these 
two wholesale bakers bid identically the same price on the same day. 
It was on a secret bid, I assume? 

Mr. Roskam. Yes: on all but one item. %, 

Senator Harr. On this 15 cents, within the last year Ginga has 
applied, do you recall who was the price setter for it? 

Mr. Roskam. There is first of all one bakery in Grand Rapids that 
is owned by the grocers, and they have come out with a private label 
for three separate grocery houses. N 

Mr. Dixon. Is that an association of independent grocers or a na-» 
tional chain grocery ? 

Mr. Roskam. No; it is independent grocers, and there are three sepa- 
rate groups, all of whom have some members who own that bakery. 

Not nec essarily all of each group have all their members in there, 
but there are some from each group who have members who own it. 
The way they are set up, they offered a 10-percent rebate if the grocers 
were to push their product and give them a certain percentage of the 
bread rack; and, in order for us to meet that type of competition, we 
just cut the | price ‘of our bread to everyone. 

Mr. Buatr. Would this be a fair conclusion, sir, from your testi- 
mony’ That in most cases it is very difficult to find out who actually 
did make the first price concession that you find it necessary to meet, 
and whether a suspected concession was in fact given ? 

Mr. Roskam. Well, sir, it was given. 

Mr. Drxon. In this instance? 

Mr. Buarr. In this instance; but as a general practice you referred 
back to the discounts, promotions that had been granted by your com- 
petitors to chainstores and other buyers as reported to you by your 
salesmen, and you stated that you greeted these reports with a certain 
amount of disbelief for a time, and then you began to accept them 
as having some substance. I was just wondering if from those obser- 
vations, the conclusion is warranted that as a general matter it is 
rather difficult to find out who actually did make the first price con- 
cession ? 

Mr. RosKkam. I would say this in reply to that question: That if 
there were half a dozen bakers in an area doing business for a number 
of years, and one new one came in, it would be very easy to determine 
who the, you might say, bad actor was in malpractices, or if one of the 
six were at the low end of the totem pole and suffering numerous 
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losses and needed some volume, it would then, too, be easy to determine 
who was the instigator of the bad practices. But if the operators 
were all doing business in the same area for any length of time, and 
all seemingly ‘doing fairly well, then it would be difficult if there were 
some bad practices that came up, it would be difficult to determine who 
actually started it or whether it was just a fabrication of a story of a 
grocer, suggesting that one was going to do it and if this fellow 
wanted to stay in he had better do it, too. 

Senator Harr. In fairness to you in the record, I think I should ask 
you this question: You do not mean to suggest that somebody making 
a lower price necessarily is engaging in a bad practice? 

Mr. Rosxam. I would answer that this way: I think it is a bad 
practice if they are selling below cost. 

Senator Harr. Yes; I think that for clarity in the record, and in 
fairness to yourself, you should make that explicit. 

Mr. Buarr. And you are also referring to secret or hidden discounts 
that are given to some buyers but not others; is that correct ? 

Mr. Roskam. Yes. 

Mr. Buair. In other words, a general price reduction to everyone 
regardless of how low, as long as it was not actually below costs, 
would not be a bad practice in your definition ? 

Mr. Rosxam. Actually when we talk about below-cost selling, I 
am conducting a bad practice now by putting this pound loaf out at 15 
cents. But we feel it is necessary in order to stay in business. 

Mr. Dixon. Let’s talk about that loaf just another minute. You 


‘said the price initially came into being in Grand Rapids from this 


association of independent grocers that own a bakery. Is it your 
opinion that even that bakery is losing money at 15 cents? 

Mr. Roskxam. I don’t think there is any question about it, sir. 

Mr. Dixon. Is it your opinion that even Continental’s plant is 
losing money in that area at 15 cents? 

Mr. Roskam. Continental doesn’t happen to have a plant in that 
area. But any.wholesale plant that delivers bread and pays a sales: 
man’s commission and does it for 15 cents a pound, in my opinion, they 
are losing money on that particular loaf of bread. 

Senator Harr. Any questions ? 

Mr. Peck. Mr. Chairman, I have a few questions I would like to 
ask of Mr. Lange. 

Senator Harr. Do you ‘have any questions of the witness? 

Mr. Dixon. Let’s hear these.other two gentlemen before we go back 
to this witness. 

Mr. Peck. Not right now, thank you, sir. 

Senator Harr. Thank you very much, Mr. Roskam. 

Mr. Hartford, of Evansville, Ind. 


STATEMENT OF HAROLD HARTFORD, THE HARTFORD BAKERY, 
EVANSVILLE, IND) 


Mr. Harrrorp. I operate a bakery in Evansville, Ind.; my name 
is Harold Hartford. 

I am a member of the American Bakers Cooperative, which is 
headed by Mr. Lange. I have a written statement which I did not 
have time to have typed up, so that you could have copies, but I 
would be willing to submit a copy later on if you so desire. 
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Senator Harr. Very well, sir. 

Mr. Hartrorp. I would like to read a statement which I prepared, 
as it may be hard to remember some of the things I would like to 
talk about. First of all, since I am a comparatively small independent 
wholesale baker, running slightly under 2 million yearly sales, I feel 
quite uncomfortable at times, under the competitive pressure exerted 
all around me by large baking corporations, namely, Continental, 
Colonial, and various large grocery chains who own their own bakeries. 
It may be well for me to mention that I am one of those who started 
with little or no capital. 

I bought a rundown bakery the 1st of July 1944 doing around 
$400,000 a year, and we have built that business to a respectable 
amount of around $1,800,000 a year. You might say, “Why do you 
complain or feel uneasy, since you have done apparently rather well?” 

In answer, I would not complain if competition for bakery sales 
dollars had not sharpened to the point where profits are receding 
quite fast, due to the upward pressure of costs of all things, including 
labor, without much chance of recovering more income from the prod- 
uct; by further price increases your sales are actually off around 12 
percent, due to low-price competition around our market area. 

As I understand it, the committee is concerned with the reasons for 
the disappearance of small bakeries, and some larger bakeries as well, 
and I would like to say here and now that the large chain bakers, and 
I exclude the wholly owned bakers of such large bakery chains as 
Kroger, A. & P., National Tea, Winn, Dixie, and so forth, in this 
category. In my humble opinion, I do feel that the large companies, 
if they had so desired, could have reduced the number of competitors 
like myself much earlier by merely holding a price line that the small 
operator could not have met. 

Time and time again 

Mr. Dixon. You mean by that, sir, holding it in some places and 
not in others? : 

Mr. Hartrorp. That’s right. Time and time again in the past 15 
years if someone important in our industry had not supported in- 
creases I would probably be bankrupt before now. The worst condi- 
tion causing dropping out of smaller and medium-sized bakers now 
is the bakers who are furnishing cheap bread to supermarkets and 
supergroups. I would like to elaborate on this, if I may, later on. 
Also, I feel that the constant yearly demand for more money and other 
concessions to labor unions in our shops never gives us a chance to 
stabilize. 

This frustrating situation of price cutters, on the one hand, and 
demands of labor, on the other, creates an intolerable pressure on the 
individual operator until he feels that it is not worth while killing 
himself, and so he decides to get out while he still can. In regard to 
questions of why the large chain bakeries are able and think it advan- 
tageous to continue acquiring various bakeries, I believe they are 
merely following a course that has opened up for them naturally, 
and, since they have access to capital which the small man does not, 
they will continue to do this as long as good offers are open to them. 

Some of the bad practices in the baking industry which also are 
not always initiated by the large chains is the practice of furnishing 
everything in the way of services and store equipment to grocers, both 
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large and small, without regard to cost, in order to obtain favorable 
rack position, and in many cases a dominant position, in order to outsell 
their competitors. 

At present I know of an area, just acquired by Continental, about 
2 years ago, by the process of buying up several bakeries at low prices, 
where their policy is to put much more bread on the rack than there 
is a reasonable demand for, and then the next morning remove the 
bread completely and replace it with fresh bread, which is a very un- 
fair tactic as this bread is sold at a salvage store at slightly over one- 
half price. During the last wartime period we had a few regulations 
under OPA which, if they had been retained as permanent regulation, 
would have forestalled a good many bad practices today, and I am 
now referring to the prohibition of furnishing any store equipment, 
advertising allowances, secret discounts, stale products pickup, unlim- 
ited number of deliveries and so forth. 

I’m no great believer of Government regulation of private business, 
but it is possible that some of these things could be used. 

I have noticed that another committee under Representative James 
Roosevelt is considering limiting large chain grocery groups such 
as A. & P., Kroger, and so forth or stopping them outright from man- 
ufacturing for their outlets. This would help a great deal, for in my 
opinion, the low price of bread and baked goods pressure on independ- 
ent bakers has brought about the miserable price situation in regard 
tobread. That is theend of my statement. 

Senator Hart. Would you repeat that last sentence? 

Mr. Hartrorp. I referred to the fact that the pressure of the chain 
bakery groups, that is the chain grocery groups, who bake their own 
bread products—I made the point that there has been a suggestion of 
legislation to stop them from manufacturing for their stores, and I 
said this would help a great deal, for in my opinion, the low price 
of bread and baked goods pressure on independent bakers has brought 
about the miserable price situation in regard to bread and other baked 

oods. 
? Senator Hart. Thank you very much. 

Mr. Harrtrorp. Incidentally, Senator Kefauver asked for some evi- 
dence of low-priced bread being sold in an area, and I picked up 
some ads out of the Henderson, Ky., newspaper which is right across 
the river from Evansville, about 8 miles, and we consider it in our 
metropolitan area of Evansville. To go back a little bit, Winn Dixie 
just recently bought one store in Henderson, and previous to that 
time, that was about as clean a market as you could find anywhere in 
the United States. 

One-pound bread sold uniformly at 17 cents, one-and-a-quarter- 
pound bread sold at 20 cents. That is wholesale bread price. Winn 
Dixie came in and immediately started selling 1 pound at 10 cents. 

Mr. Drxon. You mean at 10 cents retail ? 

Mr. Hartrorp. Ten cents retail. Now furthermore this bread is 
shipped, since Winn Dixie does not have a bakery close to that area, 
that bread is actually shipped a distance of about 250 miles. 

Mr. Dixon. How long did that condition prevail or does it still 
prevail ? 

Mr. Hartrorp. It still prevails since the time that they opened 
their store. 
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Mr. Dixon. How long ago has that been ? 

Mr. Hartrorp. That is better than 3 months ago. 

Mr. Buair. Where is their plant located ? 

Mr. Hartrorp. Winn Dixie does not have a bakery plant in the 
Kentucky-Indiana area, but they buy their bread from what we refer 
to as a cheap bread baker in Greensburg, Ind. 

Mr. Dixon. Private label ? 

Mr. Harrrorp. Private label brand, that’s right, sir. 

Mr. Dixon. In your experience, if you were going to enter into a 
new promotion, wouldn’t you consider 3 months a pretty long time? 

Mr. Harrrorp. I certainly would. I know positively that this bread 
is being sold below cost. 

Mr. Dixon. How do you know that, sir? 

Mr. Harrrorp. Because I know that they have to pay 13 cents 
wholesale. This man charges 13 cents wholesale for a pound loaf of 
bread to other buyers of his product. 

Mr. Dixon. In other words, at least to others he sells this same 
type of bread for 13 cents wholesale? 

Mr. Hartrorp. That’s correct. 

Mr. Dixon. How do you know that, from conversations, sir? 

Mr. Harrrorp. Conversation, not as a matter of being able to pre- 
sent documentary evidence. 

Mr. Buatr. Then Winn-Dixie pays the cost of transporting it 250 
miles from the plant ? 

Mr. Hartrorp. I think that in this case, the bread is shipped out 
of Greensburg to Lehighville which is a distance of approximately 
90 miles, the shipment of which they stand themselves, that is the 
bakery operator stands himself, and then from that point Winn Dixie 
stands the expense shipping into Henderson, Ky., about 130 miles 
away. 

Mr. Buatr. What would be your estimate of the cost of that trans- 
portation ? ° 

Mr. Harrrorp. Well, it would be six- or seven-tenths of a cent a 
pound I would say. I am not able to give you an accurate figure 
on that. 

Senator Harr. Are these advertisements self-explanatory, sir? 

Mr. Hartrorp. Yes. 

Senator Harr. If they are, without objection, they will be included 
in the record. 

(The advertisements referred to may be found on pp. 6674-6675.) 

Mr. Hartrorp. I have outlined them with red pencil. 

Senator Harr. They will be marked and received. 

Mr. Buair. If the price were the same as the price at which the same 
baker sells bread to other buyers; namely, 13 cents, the delivered price 
across the river from you would be in the neighborhood of 14 cents. 

Mr. Hartrorp. I would judge that; yes. 

Mr. Drxon. What are you doing in the Henderson market? Are 
you meeting that 10-cent price? 

Mr. Harrrorp. We are not meeting it. 

Mr. Dixon. What is happening to your retail sales? 

Mr. Harrrorp. They have dropped off quite drastically. We en- 
joyed a very nice business in Henderson up to that time, sir. 

Mr. Dixon. What do your retail outlets say to your salesmen ? 
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Mr. Hartrorp. The retail outlets do not like it, of course. Now in 
addition to that I might say that Kroger is fighting them on the same 
basis or going them one better, and you will notice—— 

Senator Harr. I was going to inquire whether I was reading these 
correctly, but certain of these ads to not show Winn-Dixie but show 
Kroger and others selling bread for 9 and 10 cents. 

Mr. Harrrorp. There is another group there called the Sureway 
Markets. They are 10 in size, 10 stores, and they are meeting the price 
of Winn-Dixie and they are buying bread from a small local baker 
for 13 cents a loaf and they are reselling it at 10 cents a loaf. 

Mr. Peck. How many stores does Winn-Dixie have? 

Mr. Hartrorp. Winn-Dixie has one store in Henderson. 

Mr. Peck. Where is its nearest store? 

Mr. Harrrorp. The next nearest stores are at Owensboro, Ky., 
about 30 miles away. 

Mr. Buatr. What would you estimate the profit to be per pound at 
the point where the bread is baked in this instance? Of the 13 cents 
wholesale price at which this baker sells his bread to other buyers, 
how much of that would you say is probably 

Mr. Harrrorp. Well, in trying to explain the operation of this 
particular baker, I would say that if he is coming out with a half a 
cent a loaf he is doing quite well. 

Mr. Drxon. Is hea large volume producer ? 

Mr. Harrrorp. Yes, I would say he is a pretty large volume pro- 
ducer today. He started off very modestly a few years ago, about 5 
or 6 years ago, at Muncie, Ind., and at that time he started bakin 
what we call cheap bread for a chain group called the Marsh Food- 
liners, who have since grown in size to quite a large amount. As time 
went on he continued to find out other supermarket outlets for the 
so-called cheap loaf of bread. 

Then from that point he opened up a bakery at Greensburg, Ind., 
which he picked up for a very small amount of capital. Various 
prices have been quoted from $5,000 to $10,000. 

Mr. Dixon. Can you make money at 13 cents wholesale? 

Mr. Hartrorp. I can’t, no. 

Mr. Drxon. In other words, you can’t even mect him at 13 cents? 

Mr. Hartrorp. No, sir. 

Mr. Drxon. How do youexplainthat? Ishe more efficient ? 

Mr. Harrrorp. He has a different type of operation than we do. 
According to our theory of doing business we believe that we should 
advertise, we believe that we should keep our plant modern, we should 
keep it sanitary, we should buy new machinery at certain intervals, 
that. we should set up our capital reserve in order to buy that 
machinery. 

But if a baker does not regard any of those things as important, 
and chooses to operate with poor machinery and wait until it breaks 
down and then buy another piece of junk machinery, why he can get 





Mr. Drxon. Does he sell exclusively private label bread ? 

Mr. Hartrorp. He does, that’s right. 

Mr. Drxon. In other words, he does not have your additional cost 
factors? 
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Mr. Harrrorp. He does not advertise. He does not do any of the 
things that enter into our cost of doing business, which is our selling 
cost as we term it. Our selling costs happen to run between 29 and 
31 percent. But his selling costs might be as low as 11 percent. 

Mr. Buarr. But you think his total costs are certainly at least 2 
cents above the 10-cent price at which it is being sold in Evansville? 

Mr. Harrrorp. Yes. I say this: That this producer, this baker, is 
not baking the bread at 10 cents, but the supermarket operators are 
using it as a loss leader. 

Senator Harr. Referring to Kroger or Sureway, or whoever is this 
other advertiser in the Henderson exhibit you have just given us— 
do either of them have stores in Evansville? 

Mr. Harrrorp. Kroger has stores in Evansville, Sureway has one 
store in Evansville. 

Senator Harr. What was the price on the comparable bread re- 
flected in Henderson in their stores in Evansville? 

Mr. Harrrorp. In Evansville Kroger advertises their regular bread 
two one-and-a-quarter-pound loaves for 39 and the Sureway group, 
which only has one store in Evansville, maintains the regular price 
for its bread. 

Senator Harr. What do you mean by regular price? 

Mr. Harrrorp. Well, that is the regular wholesale price, which 
would be—we sell to them for 17 cents wholesale for a pound. They 
sell for 21. | 

Senator Harr. Are you describing the same kind of bread as is of- 
fered in these ads 8 miles away ? 

Mr. Hartrorp. For some reason we do not come across the river 
into Evansville with this cheap bread, so far, but we expect it any 
day. 

Mi r. Drxon. Where do they get the bread they sell over in Evans- 
ville? 

Mr. Hartrorp. They get it from all the wholesale bakers that op- 
erate in Evansville. 

Mr. Drxon. In other words, they don’t have any private label 
bread ? 

Mr. Harrrorp. Not in this one particular store, 

Mr. Dixon. In Evansville? 

Mr. Hartrorp. No, they don’t. 

Senator Harr. Is this answer true of Kroger also? 

Mr. Harrrorp. Kroger observes their regular going price in Evans- 
ville. That is two for 39, two pound- -and-a- -quarter loaves of bread 
for 39 cents. They have not tried to corrupt the market in Evans: 
ville. 

Senator Harr. I think what I am trying to get through my head 
is this: Is the bread offered by Kroger in Henderson the same bread 
as is offered by Kroger in Ev ansville? 

Mr. Harrrorp. That’s right, but they are merely meeting a com- 
petitive situation because Kroger did not start this thing. 

I would not blame them. 

Senator Harr. Aren’t they going it one better? Isn’t theirs a 9- 
cent offering ? 

Mr. Harrrorp. Yes, they are. They are the type of people who 


will not only meet you but go you one better. That is the way they 
operate. 
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_— Harr. Is their two for 39 going anybody better in Evans- 
ville? 

Mr. Hartrorp. No, two for 39 is the lowest price. 

Senator Harr. It is universally true of Kroger that they will go 
you one better? 

Mr. Harrrorp. I think so, although in recent years they have 
backed away from that policy, and they don’t like to do it for obvi- 
ous reasons, I think. I think they are afraid of prosecution. 


Senator Harr. Thank you very much. Mr. Lewis. You are Mr. 
R. J. Lewis? 


STATEMENT OF R. J. LEWIS, LEWIS BROS. BAKERIES, INC., 
ANNA, ILL. 


Mr. Lewis. I am R. J. Lewis from a town of 4,400 people. I op- 
erate 69 routes out of this community, southern Illinois, southeast 
Missouri, and western Kentucky. We are part of this baking indus- 
try or food industry which is a $75 million business and we feel the 
independent baker should have a part in it. We feel it is big enough 
that we can all share. 

However, we have run into a lot of things that is causing us to 
change our tactics and we do everything in the book. We don’t live 
in a glass house so far as that is concerned. However, big people set 
the policy and we follow along with them. 

e feel that the chain stores are part of or most of our problem in 
all of our area by introducing cheap bread as a loss leader in their 
stores. Another thing that hurts the small independent baker, we 
feel that the union contracts are the same whether you make 10 
loaves of bread a minute or 100 a minute. 

They are all the same. It doesn’t make any difference. Distribu- 
tion costs is one of the biggest things. It eats up the independent 
baker on that to what our prior people on the stand have been talk- 
ing about. We have that 30 percent distribution cost, due to con- 
tracts. There have been bakers in our area such as the St. Louis 
arer—our biggest competitor comes from St. Louis—have tried drop 
Your chain bakers and your chainstores come in to a small town like 
out people from the union in our area, Springfield south to Cairo, Ill. 

I would say over the past 15 years at least 20 bakers have gone out 
of business. In fact we are the only baker that buys flour in carlots 
from Springfield south, a distance of about 250 miles. 

Those bakers have all been eliminated. We have taken over seven 
of those bakeries ourselves. 

Mr. Drxon. Do you know why they were eliminated ? 

Mr. Lewis. Yes, because they just could not. meet competition. 
Your chain bakers and your chain stores come in to a small town like 
4,400 people or up to 10,000 people and put in 1 or 2 supermarkets, 
and in most places they don’t even let the bakeries put in their prod- 
ucts at all, and they will control 50 to 65 percent of the business of the 
grocery business. 

There is nothing else for this little baker to do. There is no place 
for him to sell his bread. 

Mr. Drxon. In other words, the only ones left there are the chain 
grocery store and the big national wholesale baker? 


6380 ADMINISTERED PRICES 


Mr. Lewis. And they only carry probably one popular bread and 
then they shelve it way up on the top shelf where you can’t get to it. 
I have argued with all of these people. We are in all of the chain 
stores. We are the popular baker and I argue and my sales talk is 
that “Everybody who comes through those doors are your customers, 
why don’t you handle what they call for,” but they control their own 
store and dollars. dees 

They have got their own bakeries. My solution is let the whole- 
salers be in the wholesale and the retailers in the retail. 

I can’t see where the chainstores have got a place in the wholesale 
market. In other words, in the processing markets, they are going 
to eliminate not only the bakers, milk, meat, or anything else that 
they get into. 

They do it as their loss leaders. 

Mr. Dixon. That is the problem that exists in all of American in- 
dustry. We understand that is the situation in steel, copper, paint, 
groceries, most everything else. 

Mr. Lewis. And not only that, it is ruining your small towns. I 
have the pleasure of going throughout the United States putting on 
our campaign with the American Bakers Co-op, and it is nothing to 
walk around towns or cities and see empty building after empty build- 
ing because with these shopping centers and supermarkets they have 
eliminated the small businessman, and it is leaving empty buildings. 

It is going to ruin your communities. After all, those are the people 
who are the backbone of your communities, the small independent 
businesses, free enterprises. I don’t see how we are going to do with- 
out them. Maybe you fellows have got a solution; I don’t know. 

Senator Harr. You run into a little trouble with that “free enter- 
prise” label you have just used in terms of the Government acting in 
relation to any of this. That is one of the difficulties. 

Mr. Dixon. What is your experience 

Senator Harr. I assume you are asking the Government to do some- 
thing about this? , 

Mr. Lewis. Sure. I don’t want something for nothing, though I 
would like this to be made easy for me if you could. 

Any way you want to help me I would appreciate it. What was 
your question ? 

Mr. Buair. I think Senator Hart was referring to the fact that any 
action by the Government to save free enterprise is soundly denounced 
as an attack upon free enterprise. 

Mr. Lewis. I don’t know about that. I think that the small busi- 
nessman has got a place, and I think you are going to have to protect 
him. Today you wake up in a new world every morning, and if you 
don’t keep on growing you are gone, so why in the heck can’t that 
fellow have protection if he wants to run a bakery # 

In 1945 we did $345,000 worth of business. In 1958 we did $4 
million. We have taken our choice. We either grow or go. 

Mr. Drxon. I have a great deal of sympathy for you. 

Senator Harr. I’msorry I opened up this subject. 

Mr. Lewis. Go ahead, I love it. I love it; I am ready. 

Senator Harr. You understand that in all discussions like this, all 


of us, I think, tend to beg the question. That was the only point. 
Mr. Lewis. That’s right. 
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Mr. Dixon. To complete what I was trying to say, and what the 
chairman and Dr. Blair are talking about, the big national chain gro- 
cery store considers itself free to go into any business it wants to. 

_ Mr. Lewis. That’s right, whether it is drugs, dry goods, or whatever 
it 1s. 

Mr. Drxon. And that is free enterprise. That is what free enter- 
prise means. So when you say that as far as you are concerned, the 
chain ought to be in the retail business and you ought to be in the 
wholesale business, you are curtailing his freedom. That is the 
question. 

Mr. Lewis. Yes, but you take a carpenter, a union carpenter, and 
you never see him lay brick. Do you? 

Mr. Dixon. No, sir. 

Mr. Lewis. Why in the hell don’t they stay on their side and let us 
stay on ours? 

Mr. Buatr. Do you regard him as a free enterpriser? 

Mr. Lewis. Hoffa has a big building sitting over here, hasn’t he? 

Senator Harr. I think this diverts us even farther from an intelli- 
gent analysis of the baking problem. 

Mr. Lewis. They are going out of business every day, and that is 
what I understood this meeting was for. I spent a couple or 3 days 
coming up here. 

Senator Harr. Don’t misunderstand me. I am only suggesting that 
when we make these speeches about the desirability of free enterprise, 
about evils inherent in Government activities in curbing any business 

ractice, we have to realize that there are occasions when al] of us ask 
or exceptions to that general proposition. I am suggesting that 
your presence today suggests that you think there could be an excep- 
tion made in this case. 

Mr, Lewis. Right. 

Senator Harr. That is the blunt truth of what I had in mind. Go 
ahead. 

Mr. Drxon. Let me go back to your relationship with these chain 
grocery stores that have come into your area. The little independent 
grocery store, as I understand it, has disappeared. 

Mr. Lewis. That’s right. 

Mr. Dixon. When you call on these chain grocery stores to make a 
deal to get your bread in there, are you being asked to make special 
concessions 4 

Mr. Lewis. No. 

Mr. Dixon. You are not? 

Mr. Lewis. Because they don’t want my bread in there. The only 
reason they have it in there is they havea demand. I built the demand 
through advertising. 

Mr. Drxon. In other words, you don’t have to give them any dis- 
count or any promotion or anything to get in there? 

Mr. Lewis. They have their own bakeries. They don’t want my 
bread. They even put me way on a high shelf or underneath the rack. 

Mr. Drxon. Is yours the only independent label bread in those 
stores that you are talking about? 

Mr. Lewis. I would say in 95 percent of them, yes, because I am 
the predominant baker in the area. I am the No, 1 baker. 

Mr. Dixon. The fact that they put your bread high up on a shelf—— 
35621—59—pt. 1223 
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Mr, Lewis. Going to advertise stepladders to sell so they can get 
to it. 

Mr. Drxon. Do you find that that causes less of your bread to be 
bought by the customers ? 

Mr. Lewis. Yes, considerably less. 

Mr. Dixon. That, as far as you are concerned, is not fair? 

Mr. Lewis. That is not fair. Let them buy what they want. That 
is their money they are spending when they come in that door. 

Mr. Drxon. It is their store. 

Mr. Lewis. It is their store, their business. 

Mr. Dixon. They can put anything on the rack they want to. 

Mr. Lewis. That’s right. 

Mr. Dixon. They can put yours in the backroom. 

Mr. Lewis. Sometimes they do. 

Mr. Drxon. That is your principal problem, so far as chainstores 
are concerned—where they display your bread ? 

Mr. Lewts. That’s right. 

Mr. Drxon. What are your problems with your other customers? 
Do you have any ? 

Mr. Lewis. Sur other customers want to meet their competition. 
Now Continental came out with a loaf of bread which we call a bal- 
loon loaf of bread. Let me tell you that there is no such thing as 
cheap bread. I am speaking of price. 

Mr. Drxon. Bread is bread to you ? 

Mr. Lewis. I have never seen a cheap loaf of bread. Anything that 
sells is bound to be good. Somebody wants to eat it. But a cheap 
price, they came out with a cheap price on a loaf of bread. In other 
words, they made an elongated loaf of bread and blow it up with air 
to sell at a cheap price to meet this two for 39 competition from the 
chainstores. 

Mr. Drxon. Air doesn’t weigh anything. 

Mr. Lewis. No, air doesn’t weigh anything. Well, I guess it does 
but you can’t see it in a loaf of bread. We get 20 cents for a pound 
and a quarter of a loaf of bread in a 17-inch pan and they come out 
with a pound 17 ounces in this same pan and Continental did this 
for 2 or 3 years—— 

Mr. Dixon. Can you explain to us how you make bread in the same 
pan weigh more? What do you do, add more ingredients ? 

Mr. Lewis. Just leave it in the proof box longer. That gives it 
more air. 

Mr. Dixon. What is the proof box? 

Mr. Lewis. That proofs it up. 

Mr. Drxon. It works a little longer? 

Mr. Lewis. Fermentation, that’s right. 
aot Buatr. Is this bread of Continental sold under its Wonder 

abel ? 

Mr. Lewis. No, under a County Fair label but it has the same num- 
ber of slices their Wonder label did so in order to counteract it, they 
in time did not feel it was doing the job, they put it in the Wonder 
label 17 cents for 17 ounces and a 20-cent Wonder label for 20 cents; I 
am speaking of wholesale prices at the same shelf. They had to 


wrap one in cellophane and one in wax to tell the difference in the 
bread. 
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Mr. Drxon. Is it your testimony this was the identical bread 
wrapped differently ? 

Mr. Lewis. Sure. It looks the same to me. I buy them both and 
look at them. The only difference is the weight there. 

Mr. Drxon. I see. 

Mr. Buatr. Are these secondary loaves ? 

Mr. Lewis. They are secondary loaves. That is we have a sec- 
ondary loaf in a different wrapper only we put 20 ounces in it and 
sell it for 17 cents, the same as we sell our regular major loaf of bread 
for 20 cents. 

Mr. Drxon. Is that the same bread ¢ 

Mr. Lewis. The same number of slices. The same bread. I only 
make one loaf of bread. There is no such thing as cheap bread. We 
all make the same bread because the cost of the ingredients is your 
smallest item in the whole bakery. Production, delivery, and items 
like that is your cost. 

Mr. Drxon. Do you have to handle cheap bread as many times as 
you do the other bread ? 

Mr. Lewis. The union charges the same for every loaf of bread. 

Mr. Drxon. You say Continental came into your territory and in- 
stituted this price? 

Mr. Lewis. Out of St. Louis, that’s right. 

Mr. Drxon. And you had to meet it? 

Mr. Lewis. I had to meet it. Two years later it began to grow. 
Other bakers picked it up. 

Mr. Dixon. How do you come out on your costs on this particular 
bread ? 

Mr. Lewis. That figure is 13.6 a pound. If it wasn’t for my—it’s 
only 10 percent of my business at the present time, but it is growing, 
because we put a 19-cent label on it for our local chains. 

We have small local chains with 8 and 10 stores that want a 19-cent 
loaf of bread to meet competition. Kroger is 19 or two for 39 and 
A.& P. is the same proposition. 

Mr. Dixon. You used the figure 13.6. Is that what it costs you? 

Mr. Lewis. That is what it costs. That is what we are selling it 
to them for when we get 17 cents for a 20-ounce loaf of bread. 

Mr. Drxon. You sell it to them for 13.6 and it is your testimony 
that you are losing money on that particular loaf of bread? 

Mr, Lewis. If it wasn’t for my other bread I could not stay in 
business, that’s right. 

I get 20 cents for that same loaf of bread, 20 cents for a pound and 
a quarter now, and at 13.6 it is 17 ounces. 

r. Buair. It is your testimony here that in your area this practice 
was instituted by Continental ? 

Mr. Lewis. They were the first ones in our area with it. 

Dr. Buarr. I wanted to call the attention of the chairman to the 
testimony of Continental to the effect that they never instigated a 
a of this kind, that they merely met the competition as it 
existed. 

Mr. Lewis. They came in our territory first with it. 

Senator Harr. Dees Mr. Roskam have something else to say ? 
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Mr. Rosxam. I think I would like to clear up one point that may 
be misunderstood here. That 13.6 that Mr. Lewis is talking about is 
the price he gets per pound, not per unit. 

Mr. Lewis. Not per unit, per pound. 

Mr. Dixon. Is it your testimony that right now this amounts to 
only 10 percent of your overall business ? 

Mr. Lewis. That’s right. 

Mr. Dixon. And you are losing money on this 10 a but be- 
cause of the rest of your business, you are able to make a profit? 

Mr. Lewis. I would not say I am losing money, but I would not 
want all my business in that loaf of bread because my trucks are 
going anyway, and I can deliver it. I deliver it and guarantee it, the 
sale and everything. 

Mr. Drxon. If this was the only type bread you were trying to sell, 
would you be losing money ? 

Mr. Lewis. Yes, or if 50 percent of my business was in it I would 
be losing money. 

Mr. Dixon. And this type of practice is growing? 

Mr. Lewis. Growing fast. 

Mr. Drxon. It is necessary for you to do this in order to have a 
competitive position in this market ? 

Mr. Lewis. That’s right. I want to hold that position too. 

Mr. Drxon. And you would be very glad to change that tomorrow 
if it was your decision ¢ 

Mr. Lewis. I didn’t start it and I would like to stop it; yes. 

Mr. Drxon. In other words, you are following here. You are not 
leading ? 

Mr. Lewis. I am following the whole thing. 

Mr. Dixon. The only company you have to follow is Continental? 

Mr. Lewis. Continental, yes. Well, no; we have all the other chains 
in our area, too; we have Ward, Wonder, Colonial, and all of them; 
and they have all gone practically to the same thing; but I think 
a started this particular loaf of bread that I am talking 
about. 

Mr. Dixon. The chain grocery stores are in there? 

Mr. Lewis. I think they were forced into it by other small grocery 
chains to meet competition. They are after you every day to meet 
competition. We turn down offers every day for volume business 
from other small groceries such as IGA, independent league group 
of groceries. They all want price. Everybody wants something for 
— it looks to me like. Maybe that is the reason I am here 
today. 

Mr. Drxon. Then are they saying to you that they are being offered 
this by somebody else when they ask for it; or do they just ask for it? 

Mr. Lewts. They just ask for it. 

Mr. Drxon. It is pretty clear tome, Mr. Chairman. 

Mr. Peck. Just one thing, perhaps, to clarify the record a bit. 

In the area in which you operate, do you find it to be the stores, 
especially the chainstores, or do you find it to be the wholesale bakers 
who bring about the seas conditions which you have described ? 

Mr. Lewis. It is definitely the chainstores. I think Continental and 
all of them have to pay dividends. I think they want to make a 
profit. I think it is definitely the chainstores that cause all of the 
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trouble, and everything else breeds from that one thing. That is the 
pot on the stove—the chainstores. 

Mr. Pecs. We are all familiar with chainstores. Some of us may 
also be familiar with very large stores which are not parts of any 
chain. Are there any such stores in central Illinois where you do 
business ? 

Mr. Lewis. Yes; we have a lot of them. 

Mr. Peck. Do they do the same thing ? 

Mr. Lewis. They like to meet competition, but they don’t like to 
bother us too much. They know we can’t meet it. We have got an 
advertised loaf of bread. We advertise considerably. They know 
that our bread is well advertised and it is not an off brand. I would 
say this about the chainstore bread: They advertise it every week for 
a price. We advertise every day for quality, so there we can outsell 
them if they would just let us go on even a nickel cheaper to a certain 
extent. 

Mr. Peck. Then we correctly understand you to say that the entire 
baking industry is to a very large extent at the mercy of the chain- 
stores ? 

Mr. Lewis. I would say that is 99 percent of our trouble right there 
in the chainstores and in the price. 

Mr. Dixon. This is in your area? 

Mr. Lewis. Every area I have worked in, and I happen to have 
worked in about 27 States, I saw the same thing. 

Mr. Peck. On this particular subject, Mr. Lange, would you like 
to answer a question I asked Mr. Lewis? Is it your position that the 
entire bread-baking industry—be it small independent bakers, large 
nationwide bakers, and all other segments of the bread-baking in- 
dustry—are, to an appreciable extent, at the mercy of the chainstores 
throughout the Nation? I ask you this question, sir, knowing that 
you are the head of a large organization. 

Mr. Lanor. I would say that the answer is very much “Yes.” I 
have a chart here from the Progressive Grocer, the latest copy of the 
Progressive Grocer. This is April 1959, in which it shows that in 
1952 the supermarkets, chains, and independent—and I might say that 
a supermarket is a store that has $375,000 sales a year and over—they 
started with 43 percent. 

In 1954 they had gone up to 53 percent, in 1956 up to 62 percent, 
and 1958 up to 68 percent of the total grocery sales. Now, that isn’t 
only bread, but I bellows that you can safely say that the trend of 
bread will go along with the rest of the food. 

The reverse is true with the small stores, chains, and independents. 
—— words, that would constitute a store of $75,000 per annum 
and less. 

They went in 1952 from 22 percent while the supermarkets were 43. 
In 1954, they had dropped down to 18 while the supermarkets went 
up to 53—10 points up. 

In 1956, they went down from 18 to 10 percent, and now, while the 
supermarkets are 68 percent, the small stores, independent and chains 
was only 8 percent ox the total food. 

Now this is the chart if you would care to make a copy of it, Mr. 
ixon. 


Mr. Drxon. Would you submit it for the record ? 
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Senator Harr. It will be received without objection. 
(The chart referred to may be found on pp. 6676 ff.) 
Senator Harr. You can submit it on return to your office. 

Mr. Lange. I would be very glad to. Does that answer your ques- 
tion ? 

Senator Harr. Yes. 

Mr. Drxon. Before you leave that point, I don’t want to minimize 
the answer to Mr. Peck’s question that the major part of this trouble 
is coming from chain grocery stores or supermarkets. But we have 
had presented here evidence that in certain areas along a route where 
there are considerably lower prices than in metropolitan areas, there 
are not any chainstores there, sir. Certainly that is a situation that 
you could not blame upon a chain. 

Mr. Lanes. That’s right. 

Mr. Drxon. You are not saying that some of this situation does not 
flow from other causes, are you ? 

Mr. Lanag. Oh, no, no. While you have got competition, you are 
going to get all kinds of people competing. 

Mr. Drxon. Don’t we have two problems here—one that flows from 
the chain grocery stores and the other flowing from the multiplant 
operation of big wholesale bakeries—— 

Mr. Lanes. That is correct. 

Mr. Drxon. Which have high prices in one area and low prices in 
other areas? 

Mr. Lance. But on the other hand the average baker, in trying to 
meet that huge differential in price, established originally you might 
say by the supermarkets and chain bakeries, have caused the inde- 
pendent and the national chain bakers to wrack their brains to try 
to find out how to compete; and some of them—and I might say the 
independent baker might be just as much at fault—to try to find some 
way to back down that 5 percent or 7 percent—or cents, rather, dif- 
ferential between the price of the supermarket and chain bakery 
against our own. Now in doing that we do get then probably some 
screwy ideas. 

That starts the mess in the market. 

Mr. Drxon. I don’t want to divert you, but what I have specific 
reference to is, for instance, in Philadelphia, where the wholesale 
price of a 1-pound loaf of bread is 18 or 19 cents. In the northern 

art of West Virginia bread is being sold at 14.1 cents wholesale. 
Sas can blame that upon chainstores if you want to, and I may 
understand part of that blame, but if we have a chainstore problem, 
why isn’t the problem in Philadelphia the same as it is down in West 
Virginia? Doyou have any problem there? 

Mr. Lanae. I think the problem is the same all over. 

Mr. Lewis. I think I can answer that question. I would like to 
answer that for you. These large bakeries, such as your national 
chain bakeries, you see, every baker has a guaranteed workweek. We 
all have guaranteed sales, costs outside. We have to give a certain 
dollar guarantee. For instance, we will say we have a guarantee for 
a salesman of 90 bucks plus a percent. Inside, we have a guaran- 
teed 40-hour week. If we have got machinery back there that we can 
produce a lot of bread and we are not using it and yet we are paying 
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— up, naturally they are going to be seeking price, I imagine, for 
value. 

I think your big chain bakers will go on with anything in order to 
get that volume because that is lost time which costs money. 

Mr. Drxon. So if he hauls it 150 miles and dumps it into another 
man’s area—— 

Mr. Lewis. He figures in his cost; it doesn’t cost him a thing for 
labor because he is paying it anyway. 

Mr. Dixon. If you had a plant, Mr. Lewis, at Fairmont, W. Va., 
where the price is 14.1 cents per pound and the Ward Baking Co. 
was hauling it down from a plant in Pittsburgh where they were 
selling at 17.4 cents a pound, how would you like to have that happen 
to you, sir? 

Mr. Lewis. I couldn’t stand the pressure because they are mak- 
ing their money up there and taking it down here as a dumping 
station. 

Mr. Dixon. All right; you have made my point. 

Mr. Lewis. That is right. 

Mr. Drxon. In Pittsburgh there are chain grocery stores, They 
have ® problem of chains, You say the problem is chain grocery 
stores ¢ 

Mr. Lewis. That is part of the problem. 

Mr. Dixon. Why isn’t the problem 

Dr. Buatr. You said the problem. 

Mr. Lewis. Let’s leave it the problem. They set the price. Go 
ahead. 

Mr. Dixon. I said if there is a problem in Pittsburgh, why doesn’t 
that problem go along that devious route down into West Virginia? 
Why doesn’t it come down there ? 

Mr. Lewis. It does come down there. They have the same chain- 
stores down there. I don’t know; I couldn’t explain that position in 
that market, but you are right. The chainstores usually come in and 
set_a price. You have the evidence right there in your market. 

Mr. Dixon. We have put into the record various list prices for 
various localities of the four large wholesale bakery chains. 

Mr. Lewis. Right. 

Mr. Drxon. At the same time we have put in the record the pre- 
vailing retail prices at which chain grocery stores are selling bread 
in some instances where the chainstore hea an established price 
throughout a region, such as 15 cents. 

Mr. Lewis. That’s right. 

Mr. Dixon. The price will vary as much as 6 cents for the large 
wholesale bakery chains. Do you have any explanation for that? 

Mr. Lewis. No; I don’t know that particular thing there, but I 
know we have the same thing in other areas. But it is a short time; 
it doesn’t last too long. 

Mr. Drxon. What we are trying to ferret out here is not to say that 
the problem comes from one direction to another but to try to under- 
stand all directions that it comes from. 

Mr. Lewis. That’s right. 

Mr. Dixon. We do have the problem in large metropolitan areas 
where the price is usually fairly high. We have areas where the price 
is considerably depressed, or lower, and very often the bread is baked 
in the metropolitan area and transported great distances. 
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Mr. Lewis. That’s right. 

Mr. Dixon. And sold in those areas? 

Mr. Lewis. That baker wants to get volume. 

Mr. Dixon. When we asked why that price was low, we were told 
it was to meet competition. We asked the question of the Ward rep- 
resentative, “Have you ever tried to raise the price there?” He said 
“No.” 

Mr. Lewis. That’s right. That is overproduction—they want to 
get rid of it probably—or that is also meeting competition. Every 
baker gets too energetic. He wants to run his machinery. He wants 
the business and we are all that way. 

Mr. Drxon. If you were there and he was meeting your competi- 
tion, wouldn’t you like to go up in price? 

Mr. Lewis. I would like to make a profit; yes, sir. I would like to 


o up. 

Mr. Drxon. If you tried to go up and he did not, what would hap- 
pen to you? 
Mr. Ceti I would go out of business. I just could not sell it. 

I would like to say one thing on the other chains: That usually 
when a chain grocery gets around 50 million in sales the first thin 
or one of the first things they want to do—they want to do severa 
things—they want to put in their own bakery, too, because they want 
to save this 30 or 31 percent distribution cost because they can load 
their bread, groceries, and meat and drop it behind the store in a big 
trailer and take up an empty one. In other words, they save all that 
distribution cost when it costs us 31 percent to deliver it. 

That is one of the No. 1 items that they want to save, and that is 
a big saving, 31 percent. 

Mr. Dixon. I might say to you that the representatives of the large 
wholesale bakers made it plain they would like to be rid of the evils 
of chain grocery stores, too. 

Mr. Buatr. Mr. Chairman, therg certainly isn’t any intention on the 
part of anyone here, as far as I know, to underestimate or understate 
the importance of the chainstore problem as it affects the independent 
baker. It is a very real one. However, from the statistical evidence 
that is available from the census and other sources, it does appear that 
the bakeries owned by chainstores account for less than 9 percent of 
the total production of bread and rolls—— 

Mr. Lewis. That’s right. 

Mr. Buarr. In the Nation asa whole. Of course, it will be higher 
in some regions than in others; but that fact gives one pause be- 
fore reaching the conclusion that the whole problem or even the most 
important problem facing the independent baker is that of the chain- 
stores. In addition, as Mr. Dixon pointed out, in the case of Conti- 
nental, for example, there are about a dozen cities in which the pre- 
vailing chainstore retail price is exactly the same, 15 cents a pound, 
but the price varies. Continental’s price varies from 15.6 to 20.5 cents 
a pound, a variance of 5 cents. Again there are about the same 
number of cities in which the chainstore price is 16 cents a pound 
but Continental’s price varies from 18 to 23 cents a pound. The 
same thing is true for the other major bakers. With this variation 
in spread above the chainstore price, it does look as if the chainstore 
did not always determine the price in the market. In these cases it 
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does not determine the price of the major bakers nor, presumably, 
those of the independent bakers. From such evidence the supposi- 
tion logically arises that there are problems facing the independent 
bakers other than the chainstores. 

Mr. Lewis. I would like to bring up that nobody can put you out 
of business but yourself. I am not worrying about competition; it 
is what I do myself. I think more people put themselves out of busi- 
ness than any competitor. They just don’t work. A lot of people 
are lazy. They wait for it to come to them; I will agree with you on 
that 100 percent. But I still say the bakers that are progressive are 
having more trouble with cheap bread, I mean cheap prices on bread, 
than any other item there is. And that is forcing our profits down 
and forcing us out. 

Now, to keep an independent baker in business, I don’t believe you 
could do that because they just want a free ride—a lot of them do, you 
know—and you could give them the flour or give them this and that 
and they could not make a go of it. 

Mr. Drxon. Isn’t it fair to say, fromm what I have heard here, that 
you have a multiplicity of problems, sir ? 

Mr. Lewis. Yes, sir. 

Mr. Drxon. You have your customers disappearing because of a 
merger movement in the grocery business. Therefore, you are being 
driven more and more toward the chain grocery store. Then, when 
you get to the chain grocery store, you are finding a cheap product 
whose price you have to meet or you are being asked for special deals 
which take away your profit margin. 

Mr. Lewis. Or they won’t even let you in. 

Mr. Drxon. At the same time you are meeting problems of major 
wholesale multiplant operators.that have two price structures. 

Mr. Lewis. That’s right. 

Mr. Dixon. They may have a high-price structure in a metropolitan 
area and a low-price structure in the independent areas. 

Mr. Lewis. Yes. 

Mr. Drxon. Is it fair to say that that is part of the problem? 

Mr. Lewis. You have hit it right on the head; that is a lot of them, 
and there are a lot more. 

Mr. Buarr. Mr. Lange, I just have one more question. On page 37 
of your statement, question No. 7 of your second survey states: 


Do you have any knowledge of, or have you seen any evidence in your market 
of, headquarters deals made between a major chain bakery and the headquarters 


Office of a food chain? 

Eight answered “Yes” and ten answered “No”; five gave no reply. 
Could you elaborate on the nature of these headquarters deals ? 

What does the term imply? 

Mr. Lana. If you will bear with me, I will get some papers out, 
and I have got the answers to questions which might elaborate a 
little bit on it. 

The answers on the first two we have, one does not elaborate. This 
one says, “From what various managers say and what we observe 
in stores.” He is not very specific as to names. 

Mr. McCarruy. One plant answering “Yes” said, “From what vari- 
ous managers say and what we observe in stores.” That is the way 
they base it: There might be such situations as thai arising. 
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Then another plant that answered “Yes” said that they offered to 
one restaurant group frankfurter rolls at a special price. 

They cited a case of Ward with Grand Union. Another plant 
answered, “Yes; with local chain in our market.” They didn’t give 
any specific example. Another plant answering “Yes” said: “Yes; 
because we can’t sell food chains without a discount or advertising 
allowance.” 

They said that Continental, Ward, and Bond in their market are sell- 
ing them. 

Another plant answering “Yes” said they suspect a hookup of Ward 
with Grand Union and IGA Stores. 

Another plant answering “Yes” said: “Wonder Bread has a deal 
with Hinky Dink chain” because overnight they had been kicked out 
of the door, and Wonder Bread had the business. 

Mr. Buarr. In the last connection, Mr. Chairman, it should be re- 
te that the record shows Ward bakes private label bread for Grand 

nion. 

Senator Harr. Are there any further questions? 

Mr. Peck. I would just like to comment that I think your organ- 
ization is doing very well by itself. Mr. Lange, you state on page 39 
that the average net profit of your member companies is 4.9 percent 
of sales. Campbell Taggart, which is reportedly enjoying the highest 
profit in the industry, 1s making 5.6 on sales. So you are 87 percent 
as highasthey are. That is pretty good. 

Mr. Laner. I wonder if your chart or the chart that I saw from 
Mr. Graf, and from which I think you are taking your informa- 
tion- 

_ Mr. Peck. It was information put into the record the other day, 
sir. 

Mr. Lance. I believe that those percentages—at least I know that 
Continental and Langendorf were after taxes. Ours is before taxes 
and I think Quality Bakers is before taxes. So actually, on that 
premise, and each ene of them are paying 52 percent income tax, and 
a 2-percent tax as they show it would be over a 4-percent tax, so that 
Campbell Taggart, if their figure was 5.6—did you say ? 

Mr. Peck. I remember, sir, that it was 5.6 percent on sales. I don’t 
remember that it was before or after taxes. 

Mr. Lanoe. That would be 10 percent. 

Mr. Dixon. Your testimony is that your figure is before taxes ? 

Mr. Lanee. Ours is before tax ; that’s right. 

Mr. Peck. On page 39 of the 

Mr. Dixon. We will determine that. 

Mr. Peck. I am looking at Continental’s and Langendorf’s state- 
ment that their percentage, as shown, was after taxes. 

Mr. Deans. I am sure Continental’s is. 

a Laneg. I think Continental’s profit was 2.12, if I am not mis- 
taken. 

Mr. Peck. I believe the economic section of the staff—— 

Mr. Lance. At that rate it would be probably 4 or 4.25. 

Senator Hart. If the record does answer this or if on examination 
it does not, we will obtain the information precisely. 

Mr. Lance. I don’t believe the record dove it is before or after. I 
think it is just shown that we compare favorably. 
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Senator Harr. We will clarify the record if on examination 

Mr. Lanee. I believe you will find, Senator, that it is after taxes 
for the big companies and Quality Bakers was before taxes. 

Senator Harr. We will make that clear before the record is closed. 

Mr. Lance. I may be wrong on some of the companies, but I do 
know those two. 

Senator Harr. Thank you very much. 

(On subsequent examination, it was determined that Mr. Lange’s 
statement was correct.) 

Mr. Junce. Dr. Blair brought out the fact that the chain grocery 
stores that have their own bakeries did only about 10 percent of the 
business. 

I would like to point out, however, that their influence upon the 
other independent chains is quite huge because since they are com- 

eting with those chains, they encourage and have to seek a loaf of 
fevnd in order to compete with that chain. 

Mr. Dixon. Would you clarify that as leverage? 

Mr. Junae. I call it creeping paralysis, sir. 

Another thing too that has not been brought out here is the fact that 
a grocery store has between 5,000 and 10,000 items to sell where the 
wholesale baker has only one item. He can afford, the chain grocery 
store or the grocery can afford to lose on that one item and make it up 
on the other items he sells in the stores, whereas if we lose on an item 
we are out of business. 

Senator Harr. I know that all of you have come from a great dis- 
tance and the morning has been an informative one as well as an en- 
joyable one for all of us. Thank you very much. We will stand ad- 
journed until 10 a.m. in this room tomorrow morning. 

(Whereupon, at 1:45 p.m. the hearing was recessed, to reconvene at 
10 a.m. Wednesday, July 8, 1959.) 
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WEDNESDAY, JULY 8, 1959 
U.S. Senate, 


SUBCOMMITTEE ON ANTITRUST AND MonopoLy 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:15 a.m., room 312, 
Senate Office Building, Senator Philip A. Hart presiding. 

Present: Senator Hart. 

Also present: Paul Rand Dixon, counsel and staff director; Peter 
N. Chumbris, counsel for minority; Theodore T. Peck, special counsel 
for minority; Nicholas N. Kittrie, special counsel for minority; 
George E. Clifford, assistant counsel; Thomas C. Williams, attorney ; 
John M. Blair, chief economist; Walter S. Measday, economist; Paul 
S. Green, editorial director; and Gladys E. Montier, clerk. 

Senator Harr. The committee will be in order. 

The first witness today is Mr. James Kettering, of West Virginia. 
He has appeared, to my knowledge, at least once before a congres- 
sional committee and has a reputation for a very courageous presen- 
tation. I understand you have a statement, Mr. Kettering. If it is 
not long, if you would care to read it in full, fine. If not, any omis- 
sions from the statement will be printed. 





STATEMENT OF JAMES KETTERING, KETTERING BAKING CO., 
FAIRMONT, W. VA. 


Mr. Kerrertna. In the first place it was my father who appeared 
once before, not me, I appeared with these gentlemen at a preliminary 
hearing some months ago, but that was my father who appeared. 

Senator Harr. You can report the reputation of your father when 
yet get back. ‘ 

Mr. Kerrertna. He is a pretty good presenter. 

I was telling Dr. Blair a minute ago I would like to make a couple 
of informal statements and requests if I may, whether it can be 
honored or not. I don’t know whether you have had any or attempted 
to contact or bring in many independent wholesale bakers or not, but 
frankly if you do, you may have a little difficulty because many of 
them, including me, are reluctant to publicly make too many state- 
ments than can be used one way or another competitively. For in- 
stance, referring to my father’s previous appearance here, the result- 
ant publicity for us as a small operation was not good. Your dealers 
take the attitude that all you are doing is publicizing the spread 
of prices between the chainstore and their bread prices. 
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Some of your chainstore customers take the attitude that all you 
are trying to do is force the chainstores to increase their bread product 
price, and your competitor, who you may be complaining about, says 
that if you want to complain to the authorities about competitive 
practices, you ain’t seen nothing yet. 

So as far as hometown publicity is concerned, why the less of it there 
is the better so far as Iam concerned. I make a general statement here 
and that is one of the reasons I made it general. 

The statement is very general, but I will try to answer any ques- 
tions that the statement may bring up. I just wanted to make those 
remarks because those things do happen. 

Senator Harr. I think that dilemma presents itself many times. 

Mr. Kerrerina. Undoubtedly, yes. 

Senator Harr. Not alone before this committee but others of the 
Congress. It is easy enough to preach the attitude that businessmen 
should have. The practice of it is a little tougher when it may affect 
their revenues. 

Mr. Kerrerine. That’s right. 

Senator Hart. Clearly everybody agrees that you should stand up 
and be counted. 

Mr. Kerrerine. Right. 

Senator Harr. We have just made Fourth of July speeches about 
that, and we can only hope that enough do assume the responsibility 
which attaches to free citizens that we will be able as a Congress to get 
enough information intelligently to legislate. I have a sneaking sus- 
picion that some of the most vocal critics in the locker rooms of the 
country clubs are conspicuous by their absence when it comes to stand- 
ing up before a committee. 

{r. Kerrertna. That’s right. 

Senator Harr. So we welcome your willingness to come in. 

Mr. Kerrertna. The independent wholesale baker is one of the best 
examples of small business in our economy. His interests, knowledge, 
and problems deal with all phases of business activity. In attempting 
to meet his payroll and have a little left over, he is involved with pur- 
chasing, receiving and storing, processing and packaging, distribution 
and advertising and selling. Bote the way fe must become an ex- 
pert in equipment and machinery, plant layout, food processing and 
plant sanitation, trucking, personnel administration and contract ne- 
gotiation, costs and recordkeeping, taxes and depreciation, credit and 
financing. With all of this, his most consuming pastime is evaluating 
his competition in an attempt to survive. The independent baker is 
willing to meet all the problems inherent in these aspects of his busi- 
ness and meet all comers on an equal basis. He does, however, take 
issue when competition is not fair and ethical. Today the wholesale 
independent baker is a suffering example of the fatalities of small 
business and our economy’s trend toward bigness. 

You will discover I believe that few of us will complain if we lose 
out in our fight for markets to other more aggressive capable inde- 
pendents competing on more or less even ground. 

We do object to succumbing to competition in our markets when our 
competitors’ methods are financed through profits derived from other 
markets or from the sale of other more profitable merchandise. These 

are not the fair advantages of concentration of business. They are 
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not economies of bigness. Let us discuss the chains for a moment. 
We feel that they have for many years used the standard-size loaf of 
white bread as a leader. 
In some markets the spread between the retail prices of the chain- 
produced loaf and the loaf sold by independent grocers has grown 
to as much as 6 or 7 cents. We contend that these chains are know- 
ingly and voluntarily relinquishing either production profits or retail 
profits or a good portion of both. They have made a leader of a 
perishable high-turnover product in order to build store traffic. 
The sales realized of other products more than carry the loss on 
bread. The spread of 6 or 7 cents cannot be the result of large pro- 
duction economies alone. Many of the large national wholesalers 
have comparable production but cannot produce a light retail selling 
price. Lower aaliwes costs cannot be the answer because a great 
percentage of the chains’ bakery products are trucked hundreds of 
miles without resulting in higher retail prices. 
Senator Hart. Mr. Kettering, we are to assume in the paragraph 
you just read that when you state “the chainstores,” you are talking 
not about chain bakeries but the national chain grocery outlets. 
Mr. Kerrerina. Right; A. & P., Kroger, Safeway, that type of 
operation. 
Further proof that the standard white loaf is used as a leader 
can be seen from a study of the retail prices of the chains’ other bakery 
products, such as the prices of variety breads, buns, and rolls. 
Mr. Drxon. Again there are you talking about chainstores? 
Mr. Kerrertna. Chainstores. I have tried to follow your sug- 
estion in your letter and refer to the chainstores as chains and to the 
arge combines as national wholesalers. 
Mr. Drxon. All right, sir; we understand. 
Mr. Kerrertne. Their prices on these items closely parallel the 
=_— of the same items in retail independent stores. If, as the chains 

ave claimed, volume production and cheaper distribution allow lower 
selling prices of white bread, why do lower prices not also result for 
these other bakery products? 

Now let’s look at the national wholesaler. In recent years we have 
seen the rapid growth and expansion while at the same time there are 
fewer and fewer independent operators. At one time we independents 
considered the national groups to be of the highest type of ethical 
competition. 

Recently, in a desire to expand their markets, they have changed 
their methods. Before the war the national wholesalers respected 
the markets they invaded. They marketed similar packages at sim- 
ilar prices of the area. Now we see them entering new markets with 
larger packages and, in the guise of “meeting the market,” selling at 
the same package price as the local independent. There are markets 
100 or more miles from the plant where these companies sell their 
bread 3 or 4 cents a loaf cheaper than the same loaf that is sold in the 
city where it is produced. 

This is the practice to which we take the greatest exception. We 
feel it to be unfair competition. It is an example of the profits of 
operation in one area financing the development of the invaded area. 
Further if one national wholesaler enters into competition with local 
independent bakeries in this manner, it is not uncommon to see an- 
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other follow and the second will conform to the practices of his na- 
tional competitor and not to the practices of the local competitor. 

In connection with this, your studies will show I believe that bread 
prices are generally higher in markets where national wholesalers are 
the only or dominant factor. I believe also that the price of bread 
varies from market to market more than the difference in costs of la- 
bor and materials would dictate. Iam talking about from market to 
market of one national wholesaler, or any national wholesaler. 

Free merchandise in unusual amounts has been given to dealers in 
an attempt to make them regular accounts. Discounts are freely 
given and store equipment not having to do with bread merchandis- 
ing is furnished at no cost. 

The large national wholesalers are more able to oversupply as a 
competitive practice than is an independent. In small towns it is im- 
possible for a local operator to do what we term “slug a market.” We 
cannot recapture in costs by selling the oversupply and surplus stores 
in competition with our dealers. However, the large wholesaler 
hauls that oversupply of merchandise back to its bakery in a metro- 
politan area where the selling of surplus products is prevalent and 
accepted. Such a situation leaves us at a disadvantage. All of these 
ates are not natural advantages and should not be entered into 

y enlightened management seeking to develop a healthy industry. 
The consumption of bread is declining. The independent baker 
should be able to work with his large national competitors in an effort 
to improve a common product and compete with other foods, for the 
consumer grocery dollar. He should not, the independent baker, that 
is, have to stint on quality, merchandising and packaging or be con- 
tent with inadequate profits and inadequate employee benefits in or- 
der to survive. 

These remarks are very general in nature. However, each situation 
described has been experienced in our area at one time or another. 
I will be glad to explain in more-detail by attempting to answer any 
questions you may have. 

Senator Harr. Thank you, Mr. Kettering. 

Mr. Dixon. We have had a great deal of testimony heretofore at 
these hearings with respect to the wholesale price of bread in your 
area. You see on the easel before you a chart which indicates that 
bread at Ward Baking Co.’s Pittsburgh plant is baked and sold 
wholesale there at 17.4 cents. It is transshipped from there to vari- 
ous substations, one of which is at Uniontown, and there it is sold at 
17.4 cents. At that loading station it is put in route trucks and one 
of the routes passes through your area. 

(The chart referred to may be found on p. 6257.) 

Mr. Drxon. In that area where you are located bread is sold at 14.1 
cents per pound. When we attempted to find out why bread was sold 
at 14.1 cents a pound in that area, we were told it was to meet com- 
petition. I asked the question “Whose competition?” I was told 
that price had existed there for some time but it was understood that 
it was to meet local competition. Does that meet with your under- 
standing of the situation ? 

Mr. Kerrertne. That is exactly what I have reference to in here. 
They are meeting our package price. They are putting a larger pack- 
age, however, into the market than we have traditionally produced. 
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In other words, they are meeting our package price but not our per 
pound or per ounce price. 

Senator Harr. You mean by that you are both making a 1-pound 
loaf of bread ? 

Mr. Kerrertne. No. We are lighter than 1 pound. We are about 
14.5 ounces. Their legend calls for 1 pound and usually weighs 17 or 
18 ounces. 

Senator Harr. How long has that price existed in that area? 

Mr. Kerrertne. The 15-cent price? 

Senator Harr. The 14.1-cent price. 

Mr. Kerrertne. The 15-cent price per package—now that figure is 
not exactly accurate, that 14.1, because our loaf of bread does not 
weigh a pound. 

That is roughly a pound package price for the Ward Baking Co. 
Our price, our area price, wholesale price has been in effect for about 
4.5 years. 

Mr. Dixon. Yes; you are correct. These figures are all based on a 
1-pound loaf, so that is Ward’s price. 

Mr. Kerrertne. That is the practice I say that we take exception 
to, where they bring in a larger package and meet the market on 
package price, but not per pound price. 

Mr. Dixon. Will you describe this package a little further? What 
is the difference in the package? 

Mr. Kerrerine. Weight. 

Mr. Dixon. Merely weight? 

Mr. Kerrerine. That’s right, merely weight. 

Mr. Drxon. Is it noticeable? 

Mr. Kerrertne. Yes, sir; 14.5 ounces compared to 17 or 18 ounces 
in the same size pan just gives.a nicer more full, bigger loaf of bread. 

Mr. Drxon. So that the customers might normally expect that they 
are getting more for their money ? 

Mr. Kerrerina. That’s right. 

Mr. Dixon. Let me go back to this 15-cent price for your loaf of 
bread. When was it established, to your knowledge? 

Mr. Kerrertna. Well, I say we went to 15 cents about four and a 
half years ago I believe. 

Mr. Drxon. Then that price has been in effect for 414 years? 

Mr. Kerrertne. Over 4 years; yes. 

Mr. Dixon. That price was existing when Ward first came into the 
market ? 

Mr. Kerrertne. No. Ward has been in the market longer. Ward 
came into the market before the Second World War, when agen 
were—I will just guess and I am not sure of this—10 cents a loaf, say. 
At one time Ward came in with their standard, what was their stand- 
ard loaf of bread, which was larger than ours, and they charged a 
bigger price. That practice continued for many years. They 
charged a reasonable differential between our product and their prod- 
uct for the fact that they were putting in an extra size loaf of bread. 
But in the transition period over the years, they have gradually come 
down to our package price, but still maintain a difference in size. 

Mr. Dixon. Over this period of years, your costs went up and you 
gradually raised your price. 

Mr. Kerrerine. That’s right. 
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Mr. Dixon. Who was the price leader in that area? Who estab- 
lished the 15-cent price for your product ? 

Mr. Kerrertna. For our area ? 

Mr. Drxon. Yes. 

Mr, Kerrerine. I would say the bakers of the area, not the outside 
man who comes in. I would say this. In our area we have a rather 
sparsely settled low-income area, and we have protected our market 
somewhat by selling at more or less minimum prices. - We keep the 
market unattractive you might say to the national wholesaler who has 
to go to the expense of bringing it in. 

Mr. Dixon. Were you making money at that 15-cent price or are 
you making money today at 15 cents? 

Mr. Kerrertnc. We are making a minimum profit; yes. 

Mr. Drxon. With your competitor selling a heavier loaf of bread at 
the same price, are you gradually losing your business ? 

Mr. Kerrertne. We have lost business, and I think Ward has gained 
business over a period of years. I would say in recent months they 
have not gained as much as they gained, say, 2, 3, 4,5 yearsago. Be- 
fore the war Ward was not a factor in the market. 

Mr. Drxon. Wouldn’t you be content with the 15-cent price if they 
manufactured an identical product with yours? 

Mr. Kerrertna. That has been suggested to them; yes, that we 
would not object to their competition if they would put a package in 
our market that is similar to our package at our price. 

Mr. Dixon. Would it cost them any more money, in your opinion, to 
manufacture a different product ? 

Mr. Kerrertne. Oh, it is a practice that a lot of bakeries take part 
in and a lot of bakeries make several sizes of bread. It would cost 
them a little bit in adjustment but it would be more than saved in 
the poundage that they would save in the loaf itself. 

In other words, if they made a package to fit us, to fit our market, 
they would save 3 or 4 ounces of dough per loaf which would more 
eons’ overcome what slight production disadvantage they might 

evelop. 

Mr. Drow. Would you be willing to raise your price if they would 

ou 
' Mr. Kerrertne. That is a hard thing to say for me as an individual. 
We adjusted prices recently on everything except white bread. 

Mr. Dixon. Upward? 

Mr. Kerrertna. Yes, sir. 

Mr. Dixon. Why didn’t you adjust your price on white bread ? 

Mr. Kerrertne. To keep our market unattractive to the big na- 
tional wholesalers. Primarily that is the reason. 

Mr. Drxon. You have one of them in there. Are you afraid an- 
other one would come? Is that what you are saying? 

Mr. Kerrerine. We have got Continental and General both on the 
edge. 

Mr. Drxon. You are afraid they will come if it gets any more 
attractive ? 

Mr. Kerrertne. NBC came into the market recently, yes, too. 

Mr. Buatr. Apparently, if I may just get a figure into the record 
here, Mr. Kettering, your price while it has been sufficiently low to 
make the market unattractive to a number of big bakers has also been 
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sufficiently low to contribute to the demise of a number of independ- 
ent bakers in West Virginia. According to the data we are able to 
compile from Bakers Weekly since 1951, between 1951 and 1958 there 
= to have been a disappearance of 10 former independent 
bakers in West Virginia. Does that more or less correspond with 
your rough evaluation of the number who have disappeared ? 

Mr. Kerrertne. I don’t know about your figures. [ know in our 
particular area in this small section of north central West Virginia 
there have been three or four. Part of that has been due to a poor 


economic situation I must admit. 


Mr. Buarr. Can you name them ? 

Mr. Kerrertne. Because as you know the coal mining industry is 
not employing the men they used to and those men have not been 
reemployed in other industry. Our section is not well off economi- 
cally. But undoubtedly a great portion of it has been caused by the 
additional business that the national wholesalers have been able to 
obtain. They were as I say before the war not a factor in the market 
at all. ‘Today and mectienlerte in Monongalia County they are doing 
quite a bit of business. They are not doing a whole lot in our par- 
ticular county and in the county south of us, Marion County. 

Mr. Dixon. Dr. Blair suggested that you name some of the bakers 
that have gone out of business in recent years in your area. 

Mr. Kerrerine. Greater Fairmont Bakery, in Fairmont; Holsum 
Baking Co., in Morgantown; Hilltop Baking Co., in Morgantown. 
That is it for our particular area as far as wholesalers. There have 
been a couple of small house-to-house retail bakeries also. 

Mr. Dixon. Have you talked to any of those gentlemen that have 
gone out of business ? 

Mr. Kerrertne. Oh, I’m a very good friend with the manager of 
one of them who was formerly in the baking business. 

Mr. Drxon. Do you have an opinion from those conversations as to 
why they went out of business? 

Mr. Kerrerine. They were not able to make any money. Partially 
the competition from outside. Now that was not true with the Fair- 
mont man. Their business had been gradually slipping over the 
years. It wasn’t well managed. It wasn’t properly taken care of. 

Mr. Pecos. Mr. Kettering, by going out of business do you mean 
cessation of operations, closing the door? 

Mr. Kerrertne. Completely, yes. 

Mr. Peck. They are no longer bakeries? 

Mr. Kerrertne. That’s right. 

Mr. Cuumeris. Mr. Kettering, so that the record will be clear, Mr. 
Dixon asked you a question a moment ago whether you were able to 
make a profit at the low price that you are setting so that the area 
will be unattractive to the big bakeries. I believe you said that you 
are making a profit but not as much as you would like to. 

Mr. Kerrertne. Not as much as we should, even let alone like to. 

Mr. Cuumerts. As you should? 

Mr. Kerrertne. Yes. 

Mr. Cuumpris. Then Dr. Blair came along with the statement that 
because of your low price or since you have a low price—I don’t want 
to misquote Dr. Blair—that there have been numerous bakeries in 
your area that have gone out of business. Evidently there must be 
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some reason why you were able to make a little profit, and these others 
were not able to make a sufficient profit to stay in business. Could 
you expound on that? 

Mr. Kerrertne. Well, in each case these bakeries that have gone out 
of business were a little smaller than we. We are small. I mean 
there is no doubting that. 

We operate 11 runs only, and these particular bakeries were smaller 
yet, and part of it could probably be there. As I pointed out a minute 
ago two of those bakeries were in Morgantown, in Monongalia County, 
and that is the area in which the national wholesalers so far have done 
their biggest job, gotten most of their biggest business. 

They have not obtained a strong foothold in our home area which is 
Fairmont. 

Even though they are close to Morgantown we do have what we call 
a home market small as it may be. While Morgantown is not our 
home area market there is still a wholesaler operating in Morgantown, 


*, Dixon. When you speak of profit, you are speaking of an 
overall profit ? 

Mr. Kerrertna. Yes, sir. 

Mr. Drxon. You sell products other than white bread ? 

Mr. Kerrertna. Yes, sir. 

Mr. Dixon. Do you sell a complete line of bakery products ? 

Mr. Kerrerina. We sell a complete line of bread products, bread 
and rolls. We don’t make cake or sweet goods. 

Mr. Drxon. The market is depressed, as I understand it from your 
statement ? 

Mr. Kerrertna. That’s right. 

Mr. Drxon. On these other products. So in figuring your overall 
profit, you are able to figure in the extra sums that you get from these 
other related bread products? 

Mr. Kerrertne. Right. , 

Mr. Drxon. Do you keep your cost and profit figures broken down 
by product ? 

Mr. Kerrertne. No, sir. 

Mr. Dixon. Do you know whether or not you are making money at 
15 cents on bread alone? 

Mr. Kerrertne. Well, our auditors say that we are getting a mini- 
mum profit on our merchandise, that we are not making even a mini- 
mum profit on our variety items until recently when we raised those 
prices. 

Mr. Dixon. We have heard a lot of testimony about discounts and 
promotional allowances and rebates above the table and below the 
table in this industry. Does that condition exist in your area? 

Mr. Kerrerina. Yes, sir. 

Mr. Dixon. Does Ward offer various allowances, rebates, or services 
to these outlets for which you are competing ? 

Mr. Kerrertne. Oh, it is claimed to us that they are offered and 
accepted ; yes. 

Mr. Drxon. Will you tell us what you know about these allowances 
or these offers? What kind of offers are made or what kind of offers 
are given in your area ? 
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Mr. Kerrerine. Well, that is often hard to say as you can see. 
Those things are done man to man and face to face and the story you 
get from a dealer may be colored or may not be, and it is hard to have 
direct information. But they have practiced for a long time selling 
groups of stores with a discount, a volume discount figure or what 
they might call an advertising allowance. We know that goes on. 
We are all in the town there as a matter of fact. I mean nobody is 
clean on the thing because you have to protect yourself. _ eh 

Mr. Dixon. Do you know who initiated that? Did you initiate 
that ? 

Mr. Kerrertne. That is before my time. 

Mr. Dixon. Before your time? 

Mr. Kerrertne. That is before my time. 

Mr. Drxon. In other words, this is a condition that is prevalent? 

Mr. Kerrerrne. I don’t think that anybody can ever put the finger 
on who initiates such practice. 

Mr. Dixon. Are there any chainstores in your area ? 

Mr. Kerrertne. Yes; A. & P. and Kroger, and Acme. 

Mr. Drxon. Do you sell to them ? 

Mr. Kerrertne. No, sir. 

Mr. Dixon. Does Ward sell to them? 

Mr. Kerrertne. No; none of them are sold by any wholesaler. 
They are all making their own merchandise. 

Mr. Drxon. And selling their own merchandise? 

Mr. Kerrertna. Yes, sir. Now there is a local chain by the name 
of Thoro-Fare out of Pittsburgh that we are all selling. 

Dr. Brae. On this point raised by Mr. Dixon, I call your atten- 


tion to the bottom paragraph on page 2 of your statement where you 
state: , 


Now let us look at the national wholesaler. In recent years we have seen 
the rapid growth and expansion while at the same time there are fewer and 
fewer independent operators. At one time we independents considered the 
national groups to be of the highest type in ethical competition. 

— in the desire to expand their markets they have changed their 
methods. 


What causes you to say that? What is your basis for this state- 
ment ¢ 

Mr. Kerrertna. One of my main examples is the fact that, as I 
said previously, they came into our market with a larger loaf of bread 
but they charged a reasonable premium for it, a reasonable differen- 
tial. As I say, this coming into a market with a larger package and 
meeting our price as they put it but doing it with a larger package is 
the thing we object most strenuously to. They didn’t use to do that. 
If they had a bigger package they charged more for it. That is not 
true any more, at least in our particular area, and has not been true for 
several years. That isthe thing I mean primarily. 
_ Mr. Brae. Are there any other practices that they have engaged 
in which would cause you to make this statement ? 

Mr. Kerrertne. Well, I think that they are a little bit more likely 
to give the discounts that were mentioned a minute ago than they used 
to be. I feel sure that is true. That is just a feeling because in con- 
tact. with these bakeries I worked for a short period of time with 
Campbell Taggart in Indianapolis, for instance, where all—well not 
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all but practically all of the national wholesalers at that time operated, 
and it was a good clean competitive market as far as price was 
concerned. 

I believe you will find that that area has disintegrated as far as dis- 
counts and that sort of thing is concerned in recent years and I just 
think that is another example of the trend all over the country. 

Mr. Drxon. Mr. Kettering, has anyone, Ward or any of the national 
wholesale bakers, made any offers or overtures toward your company 
to buy you out? 

Mr. Kerrerina. No, sir. 

Mr. Drxon. You speak of the problem of the chainstores. Is your 
market shrinking, in effect, or are the independent groceries disappear- 
ing in your area? 

{r. Kerrertna. Oh, yes,sir. Very definitely. 

Mr. Drxon, And you say 

Mr. Kerrerte. The trend has not been as strong in the last year 
I would say as it was 2 or 3 or 4 years ago, but we have had an addi- 
tional Kroger store and an additional Acme store come in, and along 
with that situation we have lost retailers. We don’t have near the 
retail outlets that we had right after the war, for instance. 

Mr. Drxon. What does your bread sell for at retail ? 

Mr. Kerrerine. Eighteen cents primarily. Some stores sell it for 
17. 

Mr. Drxon. In the stores? 

Mr. Kerrertna. Some stores sell it for 17, some sell it for 18. 

Mr. Drxon. In other words, that is up to the grocer himself? 

Mr. Kerrerine. Yes, sir. 

Mr. Dixon. As to what spread he wants to establish ? 

Mr. Kerrertna. That’s right. The cash-and-carry stores, the self- 
service supermarkets generally sell it for 17 cents. The local inde- 
pendent dealer sells it generally for 18 cents. 

Mr. Dixon. What nes the chain grocery store charge for bread in 
that area ? 

Mr. Kerrerina. Two for 31. 

Mr. Dixon. Two for 31? 

Mr. Kerrertine. Yes, that is the same price that is in the Pittsburgh 
market, that is produced in Pittsburgh. 

I am talking now primarily of A. & P., because A. & P. is the largest 
chain operating in our area. 

Mr. Dixon. That is all. 

Mr. Cuumeris. I have no questions. 

Senator Harr. Mr. Peck? 

Mr. Pecxs. Yes, sir. Mr. Kettering, you said that the national chain 
wholesalers had at one time been the finest type of competition but 
had since changed their ways? 

Mr. Ketrerrne. I feel that way, yes. 

Mr. Peck. Would you want to tell the subcommittee about when 
they started to change their ways? 

Mr. Kerrertng. I would say right after the war. 

Mr. Pecs. Right after the war? 

Mr. Kerrertne. It started. It was apparent to us, these practices 
that we felt and would hear about in other areas—part of it is hear- 
say of course. I mean I can’t say what has happened nationally ex- 
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cept what I hear from friends or associates that we run into at con- 
ferences and so forth. 

Mr. Peck. Have any events taken place which to your way of think- 
ing might account for their change of practices? 

Mr. Kerrertnc. Well, I just think that they have found that the 
larger production they can develop the more profitable their opera- 
tions would be in a period of time. 

Mr. Pecx. Have their change of practices 

Mr. Kerrertne. They get terrific economies, particularly in adver- 
tising, for instance. The more area they can, say, cover out of the 
Pittsburgh area, the cheaper their advertising per item becomes. 

Mr. Pecx. Do you find any relationship, sir, between the develop- 
ment and practices of the chainstores and the change of practices of 
the national wholesalers? Is there any relationship between the two? 

eT The change of practices of the national whole- 
salers ? 

Mr. Peck. You said national wholesalers have changed their prac- 
tices. 

Mr. Kerrrrine. As related to what, however? 

Mr. Prcx. Has there been any relationship or correlation between 
those changes of the national wholesalers and the development of the 
chainstores ? 

Mr. Dixon. Chain grocery stores. 

Mr. Pecr. Chain grocery stores, yes. 

Mr. Kerrertne. I don’t believe so. 

Mr. Peck. I am thinking particularly of the chain grocery stores 
which have their own bakeries. 

Mr. Kerrertna. I have never thought of that particular angle or 
aspect. Just shooting off the cuff I would say I have seen no—— 

Mr. Precx. There is no direct relationship ? 

Mr. Kerrerina. No, sir. 

Mr. Pecx. Another question, sir. Your home area is Morgantown? 

Mr. Kerrerine. Fairmont. 

Mr. Pecx. Ward Bakery sells in Fairmont? 

Mr. Kerrertna. That’s right. 

Mr. Peck. The bread they sell in Fairmont is made in Pittsburgh? 

Mr. Kerrertne. Correct. 

Mr. Peck. Do you sell in Pittsburgh ? 

Mr. Kerrertnea. Oh, no, sir. 

. — Do any of the local bakeries in Fairmont sell in Pitts- 
urg 

Mr. Kerrerine. No, sir. There is not a bakery in our section that 
goes out of the State. 

Our Morgantown wholesale competitor goes to several stops right 
along the line but does not go out of the State either. We are all 
rather small operators, very small. 

Mr. Prcx. Does the Ward Bakery, Mr. Kettering, which sells the 
slightly larger loaf in your home area, advertise the fact that this 
loaf is larger? 

Mr. Kerrerrne. No, not in the actual sense of advertising. Their 
routemen of course promote it to the consumer and do that for the 
grocer. 

Mr. Prcx. So far as the consumer is concerned ? 
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Mr. Kerrertne. No. , 
Mr. Peck. Is there any effort to make the consumer think that he 
is getting more for the money spent ? 

Mr. Kerrertne. No. It is all indirect. 

Mr. Peck. How do you mean indirect, sir? 

Mr. Kerrertne. By selling the grocer and having the grocer sell his 
customer. y 

Mr. Pecx. Do you have evidence of the fact that the grocer will tell 
the consumer that the Ward loaf is larger than your loaf? 

Mr. Ketrertna. Oh, yes, many times. 

Mr. Peck. Do you believe, sir-—— 

Mr. Kerrertne. A lot of it depends upon how friendly he may be 
to our routemen or to their routemen. 

Mr. Peck. Do you feel, sir, that this effort by the grocer has to 
any appreciable extent, increased the sale of Ward bread in competi- 
tion with yours? 

Mr. Kerrertne. Oh, somewhat but not appreciably I would say. 

Mr. Peck. It is nota real matter of concern ? 

Mr. Kerrerine. It has not been too effective or too well pushed, if I 
may put it that way. It is mostly a routeman’s job. Some men will 
do a better job on it than others. 

Mr. Pecx. Of course, you are naturally conscious of it, because you 
are in this business? 

Mr. Kerrertne. That’s right. 

Mr. Peck. You know one loaf from another loaf while perhaps the 
consumer might not recognize any difference? 

Mr. Kerrertne. That’s true. 

Mr. Pecx. Thank you very much, sir. 

Mr. Drxon. Is the reason you don’t truck into that high-priced 
area purely because you don’t have enough money or financial backing 
to establish that outlet ? 

Mr. Kerrertne. You are asking a question now that we have been 
wondering about ourselves. We haven’t had the capacity. We have 
not been big enough, that’s right. We have reequipped our plant re- 
cently and we are wondering about going into that area when we get 
all straightened out. 

Mr. Drxon. It would take a considerable amount of financial back- 
ing for you to establish a substation either in Uniontown or in Pitts- 
burgh itself, would it not? 

Mr. Kerrertne. Yes. We could not do that. That would be be- 
yond us. The best we can ever hope to do is to run some routes 
directly out of our bakery up to Waynesburg-Washington area. 

Mr. Bratr. Why not ? 

Mr. Drxon. Let me pursue this just a minute. It would certainly 
appear desirable, would it not, on your part, to get into Pittsburgh 
where this differential is considerably higher? 

Mr. Kerrertne. It has looked attractive to us just sitting around 
talking about it. 

Mr. Dixon. That is a long distance if you went there. You would 
have to have one of these large refrigerated trucks. 

Mr. Kerrerrne. That’s right. Not refrigerated, but we would have 
to have a large semitrailer operation. 

Mr. Drxon. You would? 
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Mr. Kerrerina. Yes. ; 

Mr. Drxon. And you would have to have some kind of a substation 
plant ? 

Mr. Kerrerina. Yes. 

Mr. Drxon. From there you would have to have new routes? 

Mr. Kerrertna. Yes. 

Mr. Dixon. And new men? 

Mr. Kerrertne. And our production would have to be bigger than 
can now make it, I mean our production per man-hour, our production 
per hour. Even though reequipped we are still not up to the point 
where it would be economical for us to try to operate semitrailers or 
substations some place else. 

Mr. Drxon. In other words, without considerable capital investment 
you could not do it? 

Mr. Kerrertna. That’s right. 

Mr. Bruatr. My question, sir, is just an elaboration of Mr. Dixon’s. 
If there exists a high-priced market that conceivably you could reach, 
why can you not obtain the capital to expand your facilities and 
acquire the necessary means of transportation to reach that distant 
market ? 

Mr. Kerrerine. It would be possible but it is questionable as to how 
profitable that might be. Pehat we are not aggressive enough, I 
don’t know. We have never really seriously considered it as I say 
until this moment, until the present time. Even there you would not 
consider trying to go into Pittsburgh. To get into a market like that, 
it is not only the equipment and getting the merchandise there, but you 
have to get it before the public and the advertising expenditures would 
be something beyond our small operation to ever think about. 

Mr. Buatr. In other words, .you do not believe that bankers would 
consider that to be a good loan? 

Mr. Kerrerrne. I wouldn’t think that any banker would lend the 
Kettering Baking Co. enough money to compete with Ward and 
Braun and Continental and Pittsburgh Mill. 

Mr. Briar. That is a very important point, Mr. Kettering, because 
it goes to the answer given by the major baking companies to the effect 
that this is a two-way street ; that if they are invading distant markets 
in which bread is sold at a low price, there is no reason why the inde- 
pendent bankers in those areas do not sell in their home high-priced 
markets. I gather your answer is that there is in effect a practical 
difficulty of securing capital. 

Mr. Kerrertne. Yes. I think you would find the rare independent 
wholesaler in any part of this country who has been able to do that. 
Occasionally, yes, but rare, I would say, sir. 

Mr. Cuumpris. But, Mr. Kettering, your thesis before Dr. Blair’s 
question was that you found it would cost your company, irrespective 
of whether you got the money or not, so much money to get into a 
city like Pittsburgh to have your product accepted by the public that 
you feel that it isn’t economically feasible for you to do it even if you 
could borrow the money ? 

Mr. Kerrertna. That is true. 

Mr. Cuumpris. So it isn’t a case of the bankers not giving you the 
money if you thought that you—— 

Mr. Kerrertne. No; I would agree with them. I would agree with 
them that it would not be a good loan. 
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Senator Harr. Are there any further questions? 

Mr. Krrrrm. Just one. How much of your budget do you spend 
on advertising? 

Mr. Kerrertne. We are spending at the moment only about 3 per- 
cent. 

Mr. Kirrriz. Of sales? 

Mr. Kerrerine. Yes, sir. It runs from 3 to 5 or 6. At the moment 
we are low, 3 percent. 

Mr. Krrrrie. Do you believe that if any of these national dis- 
tributors would try and compete with you more than they have done, 
that by spending much more money on advertising they could really 
endanger your position ? 

Mr. Kerrerine. I think so; I think so, undoubtedly. 

Mr. Kirrrrm. But you have not particularly found any undue use of 
advertising in the past? 

Mr. Kerrertne. No, not at all. 

Mr. Krrrrm. Thank you. 

Mr. Dixon. Thank you. 

Mr. Chairman, I wouldn’t ordinarily call this to the attention of 
the subcommittee, but just before I came into this room, a State repre- 
sentative from Missouri, Mr. Owen R. Jackson, spoke to me and asked 
that this be called to the attention of the subcommittee: Recently the 
Continental Baking Co. out of the Columbia, Mo., branch moved into 
the Jefferson City area with a 21-ounce loaf of bread being sold whole- 
sale for 17 cents. Their bread had been a 20-ounce loaf which had 
been selling for 19.5 cents. In addition, they were widely promoting 
their bread; they were offering promotional allowances of 5 to 10 free 
loaves to each store. 

There is an article in the local paper that he brought with him which 
indicates that this bread is seallaliie without charge to churches and 
organizations for fund raising projects and to Brownies and school 
children who may swell their treasuries by collecting wrappers from 
Wonder Bread for which cash is offered, I understand 10 cents for each 
wrapper. 

The owner of a bakery in Jefferson City the Columbia Baking Co., 
reported that Continental had tried several times to purchase this 
baking company, and that this had just happened in Jefferson City. 
He understood that this pricing practice did not prevail north of the 
Missiouri River. Continental had just come into this particular area. 

I do not know that this is factually correct. The information was 
transmitted to me by Representative Jackson. But it bears out some 
of the testimony that we have heard heretofore. 

Mr. Kerrertne. One comment I would like to make further, I just 
noticed it in one of the bakery journals last week, that it had been 
indicated that bread prices had gone up 45 percent in the last few years 
comparing it with farm prices and so on. 

But I think our prices have gone up about 7 percent since 1951. 

Mr. Dixon. In your area? 

Mr. Kerrertne. In our area, yes. 

Senator Hart. Mr. Kettering, thank you very much for coming. 

Mr. Kerrertne. Thank you, sir. 

Senator Hart. I do hope you will convey to your father the im- 
pression that was given by me concerning him. 

Mr. Kerrerrne. I will, thank you. 





n of 
pre- 
sked 
the 
into 
iole- 
had 
ting 
free 


hich 

and 
‘hool 
from 
each 


Co., 
this 
City. 
f the 
area. 
| was 


ADMINISTERED PRICES 6407 


Senator Harr. We had scheduled a second witness for this morn- 
ing. The airplane has been delayed, as I understand it, and to in- 
sure against disappointment I suggest that unless there are complica- 
tions I am not aware of, we will stand in recess until2 p.m. We will 
have some difficulty throughout the day, I am afraid, because there 
are a number of amendments to the Mutual Security Act on which 
rollcalls will be required. But subject to that problem we will meet 
this afternoon. 

(Whereupon, at 11 a.m., the hearing was recessed until 2 p.m., of 
the same day.) 

AFTERNOON SESSION 


Senator Harr. The committee will be in order. 

This afternoon I am delighted to have the opportunity of welcom- 
ing a distinguished constituent from Michigan, Mr. Jack Schafer, of 
Schafer’s Bakeries. He is a baker, a powerboat enthusiast, and one 
of America’s leading sponsors of those high-powered machines that 
come down here to the President’s Cup regatta. 

Before we get into the serious business, I am delighted that you are 
here and I can for the record vouch for the fact that our witness has 
established the reputation in our community to be of the very finest. 

You have a statement here. We will include in the record any part 
of it that you omit. You can either read it in full or extract such of it 
as you want. 


STATEMENT OF JACK SCHAFER, SCHAFER’S BAKERIES, INC., 
DETROIT, MICH. 


Mr. Scuarer. I would like to read it in full, Mr. Chairman. 

Senator Hart. You may proceed. 

Mr. Scuarer. First I want to apologize for being late. The hotel 
where I stay forgot to call me at 5 o’clock. I got up at 6 and tried 
to make the plane, but I was 5 minutes late so I had to catch the next 
one; so I want to apologize for holding you up. 

Senator Harr. I will apologize in advance for the fact that there 
will very likely be some rollcalls that will interrupt us. 

Mr. Scuarer. I have been asked to appear before the Senate Anti- 
trust and Monopoly Subcommittee rr. conditions in the baking 
industry as it applies to Michigan. 

My name is Jack Schafer, owner and president of Schafer’s Bakeries, 
Inc., with plants in Kalamazoo, Lansing, and Detroit, leading stations 
in 9 other cities, doing about $9 million Tast year, operating 240 trucks, 
employing 450 employees, and with modern plants and fine equip- 
ment. 

For 5 years I was general sales manager of Michigan Bakeries, Inc., 
with headquarters in Grand Rapids. In 1931 I purchased Peter Pan 
Bakeries in Kalamazoo. Subsequently I purchased plants in Battle 
Creek, Detroit, Flint, and Lansing. 

Iam the sole owner of stock in operations. 


Our business increased from year to year up to 1954, but our pro- 
duction facilities by that time were out of date. So we were forced 
to modernize our Kalamazoo and Lansing plants, at a cost of over a 
million dollars, and make them as completely automatic as possible, 
in order to cut our production costs. 
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We now have the most modern plants in Michigan. It has cut our 
costs and made it possible for us to put out a finer product. In fact, 
we have doubled our business in 5 years’ time. 

But it was necessary for us, due to excessive cost in equipment and 
installation, to operate under chapter 10 in trusteeship. 

This was due to lack of working capital. It was rough on us for 
a number of years, but we did manage to pay off all the secured 
creditors, so that now our plants and equipment are free of mort- 
gages. This we were able to do because of the fair profits we made 
each year. 

This year, due to competitive conditions, we have lost a total of 
$50,000. Many other independents in the State have lost more. 

I have a record of some of the plants and the operations. This is 
entirely due to the fact the large national wholesale bakers are trying 
to eliminate the independent bakers of Michigan. 

They are doing it by giving special excessive discounts, free mer- 
chandise, cash, and selling some products away below cost. 

This is a very serious situation. I hesitate to predict what will 
happen to all the independents during the balance of this year. Some 
are now on the verge of bankruptcy and will have to close if we do 
not get relief. 

Business conditions in Michigan are not good, but we could operate 
at a small profit if these evil practices were discontinued. Other 
markets have corrected these conditions and eliminated bad prac- 
tices. Cleveland and Indianapolis recently stopped the same type of 
bad practice. 

We independent bakers have been losing a lot of institutional busi- 
ness to some of our large wholesale bakeries at discounts we cannot 
match. For instance, Michigan State College at Lansing has been 
buying from a local bakery for years. 

A large local bakery in Detroit, National Bakery, took this business 
at an 18 percent discount. I understand they have taken over the 
State hospital at Ypsilanti at a discount of nearly 25 percent. All 
over the State and especially Detroit, we independent bakers have 
been losing institutional business to the large bakers at discounts that 
are unreasonable. 

We independents have our interest in Michigan, pay all the local 
taxes, and are not operated from New York and Chicago, so I do 
think we should have some preference. In some instances we have 
met their discounts, but only when we had to do so to save our ac- 
counts and volume—but we want this practice stopped and now. 

Bread baked in Windsor, Canada, is also being delivered in Detroit 
at reduced prices. Costs for material and labor is far under our costs 
in Michigan. 

To combat these conditions we took over eight routes operating out 
of Canada. This put us in a position to fight other Canadian opera- 
tions and it has proved successful to date. About 50,000 loaves a 
week are shipped into Detroit. It was nearly double this amount 
previously. We ourselves reduced our Canadian operation from eight 
to four routes and will eliminate them entirely when conditions war- 
rant doing so. 
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In Bridgeman, Mich., on or about May 1, the Continental Bakeries 
of Chicago sold their regular 20 ounce Wonder Bread for 16 cents 
wholesale. 

Their regular price is 20 cents. The regular price in the surround- 
ing markets is 211 cents. 

That means Chicago and that area. 

Why they singled out this area, I do not know. 

We ourselves have been making a 20-ounce loaf called Super Value 
for years at a cost below our regular 20-ounce loaf. This was done to 
give the independent grocer a chance to meet chainstore competition. 
This bread sold for 1814 cents wholesale and retailed at 20 cents or 
two for 39 cents. The same price is now being quoted by all chain- 
stores. 

On or about May 15 of this year, the Big Five large national whole- 
sale bakeries, located here in Detroit, came out with a secondary loaf 
of bread weighing 20 ounces. They lowered the price of this loaf to 
as low as 13% cents a loaf. 

The prevailing price today is 15 cents, 3.5 cents under established 
wholesale market price. 

They all came out simultaneously. Call it what you will, I call it 
collusion. This bread has been selling at retail for as low as 10 cents 
a loaf and we are worried about this condition. 

We are afraid the chainstores will not stand by for long and let 
the competition sell bread at these figures when they are getting 20 
cents or two loaves for 39 cents. If they should meet this condition 
it will be a terrible blow to the independent grocers who are now 
having a very rough time to exist. 

In Fact, I understand 2,600 locally operated stores have already 
closed their doors. 

I have a detailed report on bread prices in most of the large markets 
in the United States which proves our point that large national 


wholesale bakers are getting 114 cents to 5 cents more in most all 
markets. 
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Again I want to point out: why should the consumer in these mar- 
kets pay more for bread than they do in Michigan. 

It is estimated that the national chainstores and supermarkets are 
now doing at least 70 percent of the grocery business in the Detroit 
area. The chains bake their own bread, but do buy some items from 
other bakers at no discount. Other supermarkets, and there are over 
200 of them in the Detroit area alone, are buying mostly from special 
sources of supply at varying discounts and allowances. 

We as independent bakers do not get a break in these stores even 
though the consuming public want our products. We have been 
in business for 27 years when the independent grocer was doing most 
of the retail business. 

Now he is being replaced by big supers. Fourteen independents 
go out of business for every one super that opens. Most of these 
supermarkets will not allow the consuming public to get the bakers 
products they have been buying for years and for which we all have 
spent millions of dollars in promotion and advertising. 

We do feel the consumer has a right to get the bread products he 
wants at all available sources. We also feel we are entitled to have 
the proper displays in the larger markets. 

All independent retailers are giving the wholesale bakers an even 
break in their stores. That is not true of most large supermarkets 
and chains. 

Mr. Peck. Mr. Schafer, in the top paragraph on this page you refer 
to “special sources.” 

What do you mean when you refer to “special sources” ? 

Mr. Scuarer. I mean others than their own bakeries or the big 
chains. I mean the big national bakers. Awrey Bakers for in- 
stance is one and so is Sanders. That is another. 

Mr. Peck. Thank you, sir. 

Mr. Scuarer. The bread business is a very local business and it 
would seem that all grocer outlets should support local business wher- 
ever possible to keep local labor employed. 

This is a serious matter in Michigan today. 

The independents are forming buying groups and joining the 
Grocers Association to better their own conditions, but nothing is 
being done by our Government to help the smaller independents to 
stay alive. 

We have another problem. 

At present we are negotiating for a new contract with the union, 
even though our labor contracts are in the highest bracket in the 
country. 

Their demands are out of line with our competitors and local mar- 
kets and none of us can see how we can even meet part of the program 
they are asking for under present conditions. 

The biggest complaint we as independent bakers have against the 
large national bakers is the fact they are upsetting this market with 
conditions we just mentioned, while in other markets outside Michi- 
gan, they are getting prices for bread that is far above the price we 
get in this State. 

In fact the Government report shows that we are 114 cents under the 
national price average, while our costs are much greater than in other 
territories where the so-called large national wholesale bakers operate. 
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This is why they have a fairly good profit showing nationally, while 
here they are willing to take a ina and make it rough and tough on 
the independent bakeries to exist. Why should the consuming public 
west of the Rockies pay 41% cents more for the same weight and brand 
bread that is being made and sold here in Michigan? Why should 
the people in the Kast and Midwest, where they operate, pay 2 cents 
more than the consumer in Michigan ? 

It is not hard to figure out why they are doing it. Michigan is 
almost surounded by water and it is easy for them to concentrate their 
efforts in this area and eliminate their competition as they have done 
in other sections of the country. 

They are getting bigger and bigger, their volume is greater, they 
control more areas and it will be a lot worse in the near future if 
something is not done to stop this growth and give the independent 
bakers a chance to exist. 

The larger wholesale bakeries in their testimony claim they are not 
after the independent. 

All we have to do is look at the record. Let’s count the independents 
that have gone out of business because of pressure from the big na- 
tional bakers. 

Their claim that independents lead in most markets is untrue. 
Here in Detroit the five big national wholesale bakers do upward of 
85 percent of the bread and cake business. We are excepting the 
chainstore bakeries volume in this statement. Four of the large 
bakeries, separately and individually, in Detroit do more business than 
the next five independents. 

Another problem we face in this market is that we are forced to 
operate on a 5-day week or use a swing man and operate 6 days, which 
is far too costly for us. 

We cannot afford the additional cost of 23 percent which is what 
it would cost us to use a swing man. We are not making deliveries 
on Wednesday and our bread and other products get a terrible beating 
from our competitors on the day we are off the street. 

In other territories they have fought the union on the 5-day week 
and have gone out on strike for weeks and won their case against the 
union. But they don’t find it possible to do so in Detroit and under 
conditions where the price of bread is lower than in other markets. 

Again I say they are only doing it to eliminate the independent 
baker in this area. They have made the statement they are out to 
get us and will not stop until they do. 

The big five wholesale bakeries have had these fights in other terri- 
tories, notably the Indianapolis territory, where I understand bread 
went down to 5 cents a loaf. The bakers in Iowa tell us they have 
been having a bad time with the big boys and they are helpless to 
combat the situation. 

We do hope this Government will find ways and means to keep the 
independent baker and grocer in business. I wish something could 
be done to help the independent grocer who not only is the backbone 
of our business but has always been the backbone of America. 

We are letting them fall by the wayside by the hundreds of thou- 
sands. Oh, yes, everybody gets relief or subsidies, but not the inde- 
pendent businessman who is being crushed by monopolistic tactics of 
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the so-called big fellows. The independent retailer or manufacturer 
is called the middle class. 

I wonder how long it will be before we will only have the two 
classes—the big industrialists—big money man and the peasants. At 
the rate we are going we will have the same condition. 

I reiterate, our costs are far above the average cost in the United 
States for manufacturing and delivering bread. We are not afraid 
of our competition if we are operating on an equal basis. 

We are only asking for fairplay and a chance to live and grow and 
I hope the Senate Antitrust and Monopoly Subcommittee will come 
up — remedies and recommendations which will let us live and 
let live. 

Roy Lovass of the Greater Detroit Food Dealers Association, Inc. 
has facts and figures proving that some of his members have been ap- 
proached and given a special deal by two of the large wholesale 
bakers. 

He stated he is willing to testify to that effect and that he will 
furnish affidavits. 

Mr. Lovass has also written the committee pointing out that the in- 
dependent grocers of Michigan stand to suffer if conditions are not 
corrected. 

In the opinion of the bakers of the State of Michigan the Robin- 
son-Patman Act should be strengthened not weakened. The weakness 
in the act has been proven by the elimination of thousands of bakers 
and the growth of the monopolistic group. This must be stopped. 

In our opinion one way to remedy the present situation and to give 
the independent baker a break in their markets is for the chainstores 
and super markets to allow the independent bakers more and better 
display on their racks for all of their products. 

This would also give the consuming public a chance to buy the 
product they desire and want and which is not made available to them 
now. This practice by the chains to deny or control display is the 
most unfair practice of all. They are eliminating most of our inde- 
pendent outlets and eliminating the independent baker at the same 
time. We wish this matter would be brought to the attention of these 
organizations because in all fairness to us we feel we are entitled to 
it and it will keep us in business. 

Self-preservation is the first law of nature. We are fighting for 
our very existence. No law, corporation or condition should be al- 
lowed to eliminate the great segment of our national business such 
as the independent baker who has proved himself to be a great part 
of this system and must be protected even if laws must be passed to 
curtail the growth of those who are trying to destroy us. 

Mr. Drxon. Where did such statements as that appear? 

Mr. Scuarer. I beg your pardon ? 

Mr. Drxon. You say they have made statements that they are out to 
get you. What is your source? 

Mr. Scuarer. We can bring a witness to that effect, their own sales- 
men and even their officials have said it to the heads of some of these 
unions that we operate under. 

Mr. Drxon. Could you give us affidavits to that effect, sir? 

Mr. Scuarer. I would be glad to. 

Mr. Dixon. Will you send them in? 
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Mr. Scuarer. Yes, I sure will. 

Mr. Dixon. Thank you. 

Senator Harr. They will be made a part of the record and such 
other use as may be appropriate. 

(The material referred to may be found on p. 6667.) 

Senator Harr. Mr. Schafer, that is a pretty powerful statement, 
and I am sure that it will stimulate some questions here. I have some. 
Let me ask first, because we heard it yesterday from a witness who has 
a bakery out in Grand Rapids, on this question of the Canadian im- 
ports. He indicated that Canadian bread had not gotten through to 
the Grand Rapids market as yet, but he anticipated it as a strong 
possibility. 

Mr. Scuarer. I would like to answer that, Senator. 

Senator Harr. Yes; I would like to hear you elaborate on that. 

Mr. Scnarer. It hasn’t penetrated that far. Their plans were to go 
all over the State of Michigan; and that is the main reason why we 
took over this operation in Canada, so we could stop it and we have 
stopped it. 

Senator Harr. How did you stop it? 

Mr. Scuarer. Well, because we could buy this bread at the same 
figure that they can, I mean cheap bread, and we know the grocers, 
they do not know them. So we said “Why buy this bread? We will 
give it to you at the same figure.” 

Senator Harr. How many others, if there are any other bakers in 
your Detroit inarket area, have made Canadian purchases? 

Mr. Scwarer. Bakers? None, but there are two others operating, 
but they are individuals. 

Mr. Drxon. Mr. Chairman, in that connection one of our staff attor- 
neys, Mr. Williams, has prepared a memorandum dealing with the 
importation of bread from Canada into the 38th customs district. It 
deals with the figures by months from 1954 up to and including May 
1959. 

I think it would be well to make it a part of the record, sir. 

Senator Harr. Without objection it will be received. 

(The memo referred to may be found on p. 6563.) 

Senator Harr. The 38th U.S. customs district is the port at Detroit? 

Mr. Dixon. As I understand it, it includes all the State of Michigan 
with the exception of Isle Royal and Menominee. 

Senator Harr. I don’t think there is much volume on Isle Royal. 

Mr. Dixon. Everything that is in Michigan, I assume, comes 
through that district. 

Mr. Scuarer. There is some in the Upper Peninsula. 

Senator Harr. In the House the Member from the congressional 
district including Sault Ste. Marie, Congressman Knox, has protested 
the importation of Canadian bread in the Upper Peninsula. 

Mr. Dixon. According to this memorandum, in May of this year 
267,474 pounds came through this customs district, which in value 
amounted to $23,810. The number of 20 ounce loaves was 213,979. 

Mr. Williams, what is the percentage comparison of all the bread 


that was sold in the Detroit area as related to the bread imported from 
Canada? 
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Mr. Wiu1AMs. It is estimated 15 million pounds of bread are con- 
sumed in Detroit in a month and the Canadian imports for May 
would be 1.8 percent of the total consumption. 

Senator Harr. I notice a strange thing here if I read it right. 
This same month of May, in 1956, shows about 270,000 pounds com- 
ing in. The year before 1955, in the same month, a somewhat lower 
quantity is shown, but in May of 1954 the figure is inconsequential. 
However, in May of 1957, there was an even higher figure, about 
310,000 pounds. It would appear that this importation began in 
qui intity about 1955% Does this reflect your experience ? 

Mr. Scuarer. Yes, that’s right, Senator. 

It. is less today than it was the first of the year. 

Senator Harr. Do you attribute that to your activity, sir? 

Mr. Scuarer. Partially, I would say yes. 

Senator Harr. What other factors, 1f any, would explain the fall- 
off in the last 6 months ? 

Mr. Scuarer. Well, there is some resistance against Canadian 
bread by our people in Michigan, which we are happy about, and 
frankly they don’t make quite the type of bread in Canada that we 
do and that our public accepts. They like our type of bread better. 
I might add that the Canadian bread situation was used as an excuse 
for all of these discounts and price cutting, and according to Mr. 
Williams’ statement, it amounted to only 1.8 percent, so it was 
not a big factor. 

Tt would have been a big factor if we had not been fighting it. 

Senator Harr. To your knowledge have any Michigan bakeries 
gone out of business alleging that the Canadian competition was the 
cause ? 

Mr. Scnarer. No. I don’t know of an instance. I would like to 
read this statement from Ear] Aikman who happens to be the presi- 
dent of the Bakers Association of Michigan. He was coming down 
with me but he couldn’t make it, so he wrote me this letter. 

This is from the president of the Bakers Association. 

One independent baker in Michigan established since 1879 up until a few 
years ago had no discounts. It was one price to all, large or small. Now due 
to competition they were forced to yield to scattered discounts or lost upward 
of 35 percent of their business. Even now they are unable to meet some of the 
discounts offered and have taken a loss in business rather than meet the com- 
petitive price cutting. There is no part of the eastern section of the district 
that is without discount. 

This includes the area around Flint, Saginaw, and Port Huron. 


Mr. Dixon. Have any of the major wholesale bakers used the im- 
portation of Canadian bread as an excuse for granting these dis- 
counts? 

Mr. Scuarer. Yes; they have used that. 

Mr. Dixon. To your knowledge were they granting such discounts 
before the importation of Canadian bread ? 

Mr. Scrarer. There were quite a lot of discounts at that time but 
not as they are now. 

Mr. Drxon. In your opinion who started the granting of these 
discounts ? 

Mr. Scnarer. There are a lot of them at fault. We had to meet 
them, too. We don’t start them. We meet them. We have to, to 
save our business. 









on- 
fay 


rht. 
om- 
wer 
ial. 
out 
1 


fall- 


dian 

and 
t we 
stter. 
ccuse 
. Mr. 


was 


it. 
eres 
is the 


ke to 
presi- 
down 


a few 
yw due 
ipward 
_ of the 
1e com- 
district 


he im- 
se dis- 
scounts 
me but 


f these 


fo meet 
e to, to 





ADMINISTERED PRICES 


Mr. Dixon. What does Canadian bread sell for? 

Mr. Scuarer. It is selling as low now as 14 cents a loaf. 

Mr. Dixon. As against what price for ordinary bread ? 

Mr. Scnarer. 20 cents. I am talking wholesale prices. 

Mr. Dixon. And you started importing this bread yourself in 1955? 

Mr. Scuarer. No; this was not quite 2 yearsago. There were eight 
routes. An independent, not a baker, was distributing this bread, 
and he had visions of putting on 20 to 40 routes, but he got in wrong 
with the union because he was not paying the union scale, so the 
union came to us and said, “Well, here is a chance for you to pick it 
up and fight him, because if they sell it to another party that has a lot 
of money, they might go as high as 60 routes.” 

It was a lot cheaper and naturally the grocer wants a cheap loaf 
of bread. 

Mr. Dixon. Where do you take possession of this bread ? 

Mr. Scuarer. In Canada, in Windsor. 

Mr. Drxon. At the plant? 

Mr. Scuarer. At the plant. 

Mr. Dixon. And then you put it im your own trucks and bring it 
across and sell it? 

Mr. Scnarer. No. We have a transport that holds enough to take 
care of four trucks. 

Mr. Dixon. I see, sir. 

Mr. Scuarer. And we unload at our own station. 

Senator Hart. Mr. Schafer, at one point in your prepared state- 
ment, you mention varying discounts and allowances given, as I take 
it, by national bakery chains. Elsewhere in your statement you cited 
one or two area examples. Do you have any, or could you give the 
committee any specific, examples of varying discounts or similar prac- 
tices which oman be described as discriminatory ? 

Mr. Scuarer. Yes, Cleveland had somewhat the same situation, not 
as serious as we have it in Michigan, and they have eliminated these 
discounts, oh, it must be about 4 or 5 months ago. 

Senator Harr. What I was shooting at was whether you knew of 
a given case where, for example, the Hart independent. grocery store 
was obtaining bread from you. I have been a long-standing customer 
and one morning you are told by me that I am very sorry but this 
deal has been offered me and I have to change my source. 
run into specific examples of this? 

Mr. Scnarer. We have a lot of instances. In fact I have I think 
about 125 here of both Flint and the Detroit area of specific cases. 

Senator Harr. Are these in form so that the committee could un- 
derstand the tabulation without any further explanation ¢ 

Mr. Scuarer. I think so; yes. 

Senator Harr. This document is of two pages, and there is a signa- 
ture on it: O. J. Straith, is it? 

Mr. Scuarer. Yes; Orville Straith. 

Senator Harr. What is his position ? 

Mr. Scirarer. He is the manager of our Flint operation and he dug 
this material up for us. 

Senator Harr. It is a two-page document signed by Mr. Straith 
whom you have identified, and it lists a series of—are these independ- 
ent grocery stores? 


Have you 
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Mr. Scuarer. Yes. 

Senator Harr. Ed’s Supermarket is one? 

Mr. Scuarer. Yes; they are independent. 

Senator Harr. And there is a summary statement which, I take it, 
explains the reason why these markets discontinued purchasing from 
you ¢ 

Mr. Scuarer. Not alone from us, Senator, but they have discon- 
tinued purchasing from us and also from other bakers. Now there is 
a fight. I will say this. I don’t think there is any concentrated effort 
on the part of the big boys in a plan, but nevertheless they fight each 
other also and use the excuse today that the Canadian bread situation 
is so bad they had to meet the discounts. 

Senator Harr. The second document which was furnished by Mr. 
Schafer is a blue-backed tablet. There is writing in longhand on the 
majority of the pages. I read the first entry and ask if this is typical: 

Route No. 38, Fogg’s Flat Rock Rockwood lost secondary bread to Wonder 
at 14 cents plus discount. 

Mr. Scuarer. Right. 

Senator Harr. This describes the reason, as you understand it, for 
the loss of your customer named Fogg. 

Mr. Scuarer. Right. 

Senator Harr. Without objection both will be made a part of the 
record. 

(The documents referred to may be found on p. 6662.) 

Senator Harr. This, Mr. Schafer, is perhaps the most detailed re- 
port made to this committee thus far of specific examples which can be 
checked. 

Mr. Scuarer. Wecan furnish more. 

Senator Harr. You mentioned in your statement the desirability, 
as you see it, of State institutions purchasing from the lowest local 
bidder. That is paraphrasing what you have said. But you would 
apply the buy-American theme to buy-Michigan, I take it? 

Mr. Scuarer. Yes. 

Senator Harr. You know there is a very solid school of thought 
that objects to that as a matter of basic economics ? 

Mr. Scuarer. Yes. 

Senator Harr. And I think I am one of them. I will have to disil- 
lusion you on that. But again this is something which the Federal 
Government would not be in a position on which to take action. 

I am reminded by the committee counsel, Mr. Dixon, that purchases 
by State agencies and institutions are among those groups which are 
exempt from the application of the Robinson-Patman Act and the 
Clayton Act. 

Mr. Scuarer. I understand that but I wanted to bring it out. 

Senator Harr. I take it that Mr. Schafer would urge the elimina- 
tion of that exemption from Federal law. 

Mr. Scrarer. Not necessarily. 

Senator Harr. This is hardly fair, but we are almost in a living- 
room setting here. I never heard you make any speeches back home 
about the relationship between Government and business and the evils 
of Government intrusion on free enterprise, but I have my suspicions 
and I do invite this direct question. I take it from your testimony 
that you think there is a perfectly proper function for Government to 
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play in seeking to bring balance between competing forces which are 
economically not “even-Steven.” At least in this area you do not 
object to the intrusion of Government into the free competitive forces 
of business; is that right? 

Mr. Scuarer. I do not, because I think those things should be 
policed just like we have freedom to go wherever we want to, but we 
can’t interfere with somebody else on the street or bump into him. 
We have policing there. 

Senator Harr. He isn’t here but you know exactly what the A. & 
P. man would say to that. He wants that same freedom, too. 

Mr. Scuarer. Sure. I would probably say, too, I would like to 
have all the business in Michigan, but I am not entitled to it. I be- 
lieve in competition, but fair competition. 

Senator Harr. And doesn’t this point up really the appropriate 
and very difficult function of the Government, to referee between 
these forces motivated by quite understandable drives, but which are 
unable themselves to resolve the question as to who really should go 
through the crossing first ? 

Elsewhere in your statement is recorded Mr. Lovass’ willingness 
to furnish the committee with affidavits that some of his members in 
the food association had been given special dealings by two of the 
large wholesale bakers. Mr. Lovass is not with you today? 

Mr. Scuarer. Yes, sir. 

Senator Harr. I think the committee properly should respond to 
this offer of Mr. Lovass and ask for affidavits. Is that a correct pro- 
cedure ? 
Mr. Drxon. I think that would be fine, sir. Are you in touch with 
him ¢ 

Mr. Scuarer. Yes; I would be glad to furnish that information. 

— Send it together with the other affidavits that you 
offered. 

(The material referred to may be found on p. 6667.) 

Mr. Scuarer. He was in my office yesterday and volunteered this. 

Senator Harr. Mr. Dixon? 

Mr. Drxon. Dr. Blair has something on the point you were just 
talking about on these different prices in the Michigan area. I think 
it might be helpful by referring to the chart that is on the easel. 

Mr. Buarr. Mr. Chairman, I just wanted to call attention to some 
differing prices at the plants of Continental Baking Co. at localities 
not too great a distance from Detroit. According to the report by 
Continental to the subcommittee, the wholesale price at Detroit per 
pound on September 1, 1958, was 16 cents. The wholesale price per 
pound at Continental’s plant at Buffalo is 18.4 cents; at Rochester, 
17.9; at Utica, 18.4; at Milwaukee, 16.4. On the other hand, there 
are some areas in which Continental had a somewhat lower price. At 
Akron the price is 15.2 cents and at Youngstown 15.6. 

(The chart referred to may be found on p. 6151.) 

Mr. Buatr. Mr. Schafer, in your statement you say at the bottom 
of page 3 that in Bridgman, Mich., on or about May 1, the Continental 
Bakeries of Chicago sold their regular 20-ounce Wonder Bread for 
16 cents wholesale, but that the regular price is 20 cents. 


_ Bridgman, I understand is in the southwestern part of Michigan, 
is that correct ? 
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Mr. Scuarer. That’s right, on Lake Michigan. 

Mr. Buatr. Do you know from what plant of Continental the bread 
in Bridgman was supplied ? 

Mr. Scuarer. Gary. 

Mr. Buair. Gary. So on the basis of a 1-pound loaf the price of 
16 cents wholesale for a 20-ounce loaf works out to 12.8 cents a pound. 
In September the price per pound at Gary was 16 cents. That would 
mean then, Mr. Chairman, assuming the price at Gary was not changed 
between September and May, that the bread was sold in Bridgman 


for 12.8 cents a pound or 3.2 cents a pound below the price where 
it was baked. 


Mr. Scuarer. Yes; that’s right. 

Mr. Buatr. Below the price in the city in which it was baked. Does 
that accord with your understanding, Mr. Schafer ? 

Mr. Scuarer. Yes. The price of bread went up in Chicago a few 
months ago 2 cents a loaf, but it did not affect the Gary plant or 
market. 

Mr. Buatr. Mr. Schafer, do you know or can you give any explana- 
tion for these widely varying prices prevailing at Continental Bak- 
ing Co. plants, ranging from a low of 15.2 in Akron to a high of 18.4 
in Buffalo, which is only a few hundred miles north of Akron? We 
have prices of 18, 17, 16, 15 cents. Can you give any explanation 
for those wide variations, Mr. Schafer ? 

Mr. ScuArer. Well, it is my contention that they pick out areas 
or work on areas sometimes they justify to meet a situation there, 
but other times they use it as an excuse just to get more volume and 
to make their operation bigger. 

You know Continental did $17 million more last year than they 
did the year before. 

Mr. Buarr. Just one last question, sir. In the Detroit area is all of 
Continental’s bread supplied from its Detroit plant ? 

Mr. Scuarer. Yes; they have the Hall operation, which is a house- 
to-house operation. They manufacture bread and cakes in that plant 
in Detroit. 

Mr. Buarr. Is any of Continental’s bread that is manufactured at 
its Detroit plant shipped any considerable distance within the State 
of Michigan and sold at a lower price than prevails at Detroit ? 

Mr. Scuarer. Well, yes. There are varying prices. That is why 
I read this excerpt you know from Aikman up in Port Huron. It is 
lower prices and discounts. It varies in a number of places. 

Mr. Buatr. So that in some places in Michigan the price per pound 
of Continental’s bread produced in Detroit is lower than 16 cents a 
pound wholesale? 

Mr. Scuarer. Right. 

Mr. Buatr. Thank you, Mr. Chairman. 

Senator Harr. May I ask who these big five are? Who are the five 
large national bakers that market in Detroit ? 

Mr. Scuarer. I would list them as Continental No. 1, Tastee or 
American Bakeries as No. 2, Silver Cup No. 3. 

Senator Harr. Is that the brand name of a company? What is 
the name of the company ? 

Mr. Scuarer. Continental is the company. They make Wonder 
bread. American Bakeries make Tastee bread. Gordon Baking Co. 
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makes Silver Cup. Then you have Ward Baking Co. makes Tip Top. 
General makes Bond. 

Mr. Dixon. Mr. Schafer, you say you have lost $50,000 thus far 
this year? 

Mr. Scuarer. Yes. 

Mr. Dixon. Do you assign as the principal reason these special dis- 
counts and merchandise and cash and selling below cost ? 

Mr. Scuarer. Right. 

Mr. Dixon. Does this loss of yours apply to your whole operation ? 

Mr. Scuarer. Yes; I have the statement here if you want to see it. 

Would you like to see it ? 

Mr. Dixon. I will just ask you a few questions about it. I don’t 
think it is necessary to go into it. I think that your statement is 
sufficient. Does it happen in your trade area, as in other areas, that 
prices on other related products are not as low as they are on bread? 

Mr. Scuarer. That’s right; that is true. 

Mr. Drxon. In other words, you are still losing this amount of 
money even though your other products that you sell are not neces- 
sarily depressed in price ? 

Mr. Scuarer. The variety breads, we hold the price line on them. 

Mr. Drxon. If you only sold bread, you would be in much worse 
shape? 

Mr. Scuarer. Or one type loaf of bread. 

Mr. Drxon. Or one type loaf of bread ? 

Mr. Scuarer. Yes. 

Mr. Drxon. I noticed also in your statement that you made refer- 
ence to a secondary loaf of bread that was brought out by the Big live. 

Mr. Scuarer. Yes. 

Mr. Drxon. Did they all bring it out about the same time? 

Mr. Scuarer. Yes. 

Mr. Drxon. You mean on the same day ? 

Mr. Scuarer. Well, it wasn’t over a day or two apart. 

Mr. Dixon. You make the statement that you call this collusion. 
What was the difference in that 20-ounce loaf of bread and their regu- 
lar loaf of bread ? 

Mr. Scuarer. Well, it isa leaner formula, but it does not amount to 
a quarter of a cent loaf difference in cost. 

Mr. Drxon. Was their explanation in bringing out that special 
loaf the need to meet the price of the Canadian bread ? 

Mr. Scuarer. That is what they used as an excuse. 

Mr. Drxon. You said, “It has been sold retail as low as 10 cents.” 
Mr. Scuarer. Yes. 

Mr. Drxon. Canadian bread isn’t sold that low, is it? 

Mr. Scuarer. Some of it has been sold that low also. 

Mr. Drxon. Some of the Canadain bread? 

Mr. Scuarer. Sure, because it is meeting competition. 

Mr. Dixon. Who established this 10-cent price first ? 

Mr. Scuarer. Well, that was the grocer, not the bidder. 


Mr. Drxon. The bread that they brought out, you say, sold whole- 
sale at 13 


Mr. Scuarer. 136 9. 
Mr. Drxon. 13%  ; is what it was sold at; was it ? 
Mr. Scrarer. As low as that. 
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Mr. Dixon. As low as that? 

Mr. Scuarer. Yes. 

Mr. Drxon. And in retail they lowered the price after paying 13 
cents for it? They sold it as loss leaders? 

Mr. Scuarer. Right. 

Mr. Dixon. That was the grocery stores themselves? 

Mr. Scuarer. Yes. 

Mr. Dixon. Who were doing that? 

Mr. Scuarer. I think you have photographs of these signs that 
are in the windows. 

Mr. Dixon. We heard that condition described before. 

Mr. Scwarer. Yes. 

Mr. Drxon. You said also that “2,600 locally operated stores have 
already closed their doors.” What period of time did you have in 
mind ? 

Mr. Scuarer. That is over a period of 2 or 3 years. 

Mr. Drxon. Two or three years? 

Mr. Scuarer. Yes. 

Mr. Dixon. You make reference in your statement to something 
that I want to ask you about. You say, “Other supermarkets, and 
there are over 200 of them in the Detroit area alone, are buying 
mostly from special sources of supply varying discounts and 
allowances.” 

Do you allude to bread that pershaps may be private label bread? 

Mr. Scuarer. That’s right. 

Mr. Drxon. Are these sources engaged in exclusively making pri- 
vate label bread, or is that just a sideline ? 

Mr. Scuarer. That is a sideline. 

Mr. Drxon. Do you make any private label bread ? 

Mr. Scuarer. Yes, we make private label bread. 

Mr. Dixon. For whom, sir? 

Mr. Scuarer. For National Food Stores and four other accounts. 

Mr. Dixon. And do you make money on that? 

Mr. ScuaFer. No, no, we don’t. 

Mr. Drxon. Do you lose? 

Mr. Scuarer. But the private brand bread we don’t make any 
money on, but we do sell all of our other varieties of products that 
we do make money on. 

Mr. Drxon. In other words, you get your foot in the door. 

Mr. Scuarer. Or hope to. 

Mr. Drxon. You get your foot in the door that way ? 

Mr. Scuarer. That’s right. 

Mr. Drxon. Are you losing on that private label bread ? 

Mr. Scuarer. Oh, yes, we know we do on all cheap bread. 

Mr. Dixon. And you are making it up, if at all, on your other 
products? 

Mr. Scuarer. Right. 

Mr. Dixon. Why do you have to make this private label bread, to 
be competitive? 

Mr. Scuarer. Be competitive. If we didn’t do it somebody else 
would do it and take the business away from us. And we wouldn’t 
get our other varieties in the store. 
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Mr. Dixon. I want to thank you very much for this long list of 
lost accounts that you have set out here. I suppose those that you 
don’t lose you have to offer things like this to keep them? 

Mr. Scuarer. We have in instances had to, some of the big accounts. 

Mr. Drxon. I see on this list, for instance, to Bud’s Market, Taystee, 
rebates 1 cent; to Donovan’s, Tastee rebates 1 cent; to Curtice Grocery, 
Rainbo gives a one-half cent kickback. 

In other words, I gather that there prevails in your market the 
conditions that we have heard about before, that is, to some of these 
stores you have to kick back money or you have to rebate money in 
order to sell your product. 

Mr. Scuarer. And over a period of years we had very little of it, 
but now it is universal in the area. 

Mr. Dixon. Is it over the table or under the table? 

Mr. Souarer. All kinds. 

Mr. Drxon. All kinds? 

Mr. Scuarer. Yes, and through the table. 

Mr. Dixon. You make the statement that every time a big super- 
market opens up in your area, 14 independents go out of business. 
On what is that based, sir? 

Mr. Scuarer. That is based on figures that I have procured which 
proved that nationally when a big super opens up in a certain area, 
the fatality is around 14 stores. 

Mr. Dixon. Would you send us some documentation on that? 

Mr. Scuarer. Yes. 

Mr. Dixon. We would appreciate that. 

Mr. Scnarer. All right. 

Mr. Dixon. We have heard of similar figures but we have not seen 
anything definite. 

Mr. Scuarer. I didn’t think it was that high. I thought it was 10, 
but this statement said 14. 

Mr. Dixon. In your statement you make references to your union 
contracts, and you leave the impression with me that your labor con- 
tracts are out of line with your competitor’s contracts. Would you 
explain that to us? 

r. Scuarer. Yes, for instance, we have our large plant in Lansing, 
and we are the only city in the mid-Michigan or western part of the 
State that has to meet the Detroit union prices, wages. 

Mr. Dixon. How do you explain that? 

Mr. Scuarer. Which isrough. Well, you do it or else. 

Mr. Drxon. In other words, those are the conditions. 

Mr. Scuarer. Yes. 

Mr. Drxon. That is the way the union deals with you ? 

Mr. Scuarer. Our competitors are in the same market. They have 
a big plant. They were not unionized until a year ago, and their 
figures were at least 60 cents an hour under ours and we had to compete 
with them. 

et Harr. This is in the Michigan area outside of the Detroit 
plant ¢ 

Mr. Scwarer. Yes. In Detroit they are pretty universally alike. 
T mean all the plants are working under the same conditions. 

Mr. Drxon. You are talking about plant labor. 

Mr. Sonarer. That’s right. Well, plant labor and route salesmen. 
We have a different contract out of State than we do in Detroit. 
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Mr. Dixon. Do you have labor under any special disadvantages te 
your sales labor contract ? 

Mr. Scuarer. Yes. 

Mr. Dixon, Explain that. 

Mr. Scuarer. Yes, we pay a higher rate in Detroit than we do say 
in Grand Rapids or Kalamazoo or Battle Creek or Lansing. The rate 
is different. 

Mr. Dixon. The rate is different there? 

Mr. Scuarer. Yes. 

Mr. Dixon. Is that rate uniform to aJl of your competitors ? 

Mr. Scuarer. No, it is not. 

Mr. Dixon. In Detroit? 

Mr. Scuarer. Yes. It isthe same in Detroit but not out State. 

Mr. Dixon. Do all of your competitors pay the same rate, for in- 
stance, to drivers who deliver bread to chainstores ? 

Mr. Scuarer. Yes, that is the same, except Wrigley’s. 

Mr. Dixon. Let me see if I understand the situation. I have been 
led to believe that in your general area some of your competitors, and 
particularly one of them who came in and bought out a house-to-house 


delivery operation—I understand it was Continental which had 
bought out Omar 


Mr. Scuarer. Yes, they did. 

Mr. Dixon. And that Omar for years has had home delivery ? 

Mr. Scuarer. That’s right. 

Mr. Dixon. Now asI understand it, home delivery is retail ? 

Mr. Scuarer. That’s right; house to house. 

Mr. Dixon. And heretofore Omar, having discontinued its whole- 
sale sales, was selling bread directly to chainstores and was not re- 
quired to pay labor rates as high for that type of delivery as they 
would if it had been wholesale delivery. Am I correct in that? 

Mr. Scuarer. Yes. 

Mr. Dixon. Would you explain that? 

Mr. Scuarer. Sure can. That condition also exists in Detroit. 

Mr. Dixon. That seems to me to be important. 

Mr. Scuarer. Yes. 

Mr. Dixon. Would you explain the difference ? 

Mr. Scuarer. It is important. 

Mr. Drxon. It would appear to put you at a competitive disadvan- 
tage from a labor standpoint. 

Mr. Scuarer. They have made a contract with Wrigley’s in Detroit 
for dock delivery, so that it does not go on the regular route, and they 
do not pay the regular commission on this, and T understand that the 
figure is 14 cents a 1 loaf and the Wrigley people are supposed to be get- 
ting it from the dock at those figures. Now that amounts to a ; lot 
of volume, and it is my contention that they have bought the Omar 
people out for the reason that they want to put these policies in effect 
all over the United States, because a house-to-house route must make 
cake and sweet goods to be able to sell the housewife. 

Now we as wholesale bakers cannot afford to operate cake bakeries, 
and we almost have to do this to meet that kind of competition. 

So they have bought this house-to-house bakery, and they also have 
a house-to-house bakery, Hall, in Detroit. 

Mr. Dixon. Is that right ? 
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Mr. Scuarer. That furnishes the cakes and pies and sweet goods 
for Wrigley’s. 

Mr. Dixon. If you wanted to deliver directly to Wrigley’s, would 
the union allow you to pay only for that delivery just ordinary salary 
without paying the commission ? 

Mr. Scuarer. They certainly would not and they have so warned us. 

Mr. Drxon. But they allow this to be done through Mills’ op- 
erations? 

Mr. Scuarer. Through Continental’s; yes. 

Mr. Dixon. Through Continental’s operation ? 

Mr. Scuarer. Yes, 

Mr. Dixon. Through Mills? And Hall? 

Mr. Scuarer. I understand it is in dispute with the union, but they 
have been going on like this for three-quarters of a year now. 

Mr. Dixon. Do you have any explanation why the union will do this 
for them and won’t do it for you? 

Mr. Scuarer. Well, they claim that they don’t want us to start it 
because they figure they are going to lick this situation as far as the 
Continental operation is concerned. 

Mr. Dixon. How long has it been going on now ? 

Mr. Scuarer. Three-quarters of a year. 

Mr. Drxon. And how much difference is this labor in cost ? 

Mr. Scuarer. Well, our selling cost is 27 percent. 

Mr. Dixon. And this would just be a pure truckdriver’s cost ? 

Mr. Scuarer. That’s right. 

Mr. Dixon. It would not be 27 percent. What would you estimate 
it would be? 

Mr. Scuarer. Four or five percent. 

Mr. Dixon. As I understand it, this bread that is coming from Hall’s 
or from Omar’s is coming from the same plant that serves even their 
wholesale routes? 

Mr. Scuarer. They were getting their bread and their cakes from 
the Hall plant in Detroit for a time, but I understand now that the 
Continental Bakery, Wonder bread, is furnishing the bread out of the 
regular wholesale plant. 

Mr. Dixon. In other words, today it is coming from the regular 
wholesale plant? 

Mr. Scuarer. Right. 

Mr. Dixon. And they are still not required to pay the union ? 

Mr. Scuarer. That’s right. 

Mr. Dixon. The salesman’s commission ? 

Mr. Scuarer. Yes. 

Mr. Drxon. In other words, originally they got it out of the home 
delivery plant of Hall? 

Mr. ScuaFer. No. 

Mr. Dixon. Now they have shifted it back to the wholesale plant 
where the other wholesale routes emanate from, but still on this bread 
that they are selling directly tothis Wrigley chain ? 

Mr. Scuarer. Right, and it amounts to about $35,000 a week, which 
is a big chunk of business. 

Mr. Buatr. May I just see if I understand this. Under the pre- 
vailing method of distribution when shipments are made directly to 
a chainstore the driver must be paid a commissicn for sales even 
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though the delivery is merely on a drop or tailgate basis, is that 
correct ? 

Mr. Scuarer. That is correct in some instances, but not in this 
instance. 

Mr. Buatr. No, no, but I say generally. 

Mr. Scwarer. Oh, yes. 

Mr. Buarr. Generdity the situation is the one that I have described. 
If your company was delivering to a chainstore, your driver would 
have to be paid the commission even though the delivery was one in 
which all that the driver did was merely unload the bread, is that 
correct ? 

Mr. Scuarer. We had that condition for a short time. We baked 
doughnuts for the Kroger Co. while they were building their new 
plant. 

Mr. Buatr. And you had to pay the commission ? 

Mr. Scuarer. We did not, but they claim we are going to, so we are 
in dispute on that one. 

Mr. Bratz. Now then you are saying, as I understand it, that when 
the shipment is made by Hall or Omar directly to, say, the same 
chainstore, by virtue of the fact that it is coming from the company’s 
subsidiary or division engaged in retail or house-to-house delivery, 
the driver does not have to be paid the commission on exactly the 
same type of shipments to the same chainstore. 

Mr. Scuarer. That is not clear to me. 

Mr. Buair. The shipments go from Hall or Omar to the chainstore, 
Wrigley? 

Mr. Scuarer. Yes. 

Mr. Bra. The tailgate shipments? 

Mr. Scuarer. Yes, 

Mr. Buatr. The commission does not have to be paid ? 

Mr. Scuarer. No, not to the regular salesman on that route. 

Mr. Buatr. And the difference*amounts to approximately what, 
did you say, in terms of percentage? 

Mr. Scuarer. Our sales costs are 27 percent, and I don’t think it 
costs them over 4 or 5 percent to deliver bread that way in large 
transports. 

Mr. Buarr. So it is a reduction in cost to Continental of approxi- 
mately 20 percent in their delivery costs? 

Mr. Scuarer. Yes, but of course they are selling this bread cheap 
to Wrigley’s. 

Mr. Bratr. Yes. That would be one of the reasons why they can 
afford to do so, sir. 

Mr. Scuarer. That’s right. 

Mr. Drxon. How often do you negotiate labor contracts? 

Mr. Scuarer. Usually every 2 years. 

Mr. Dixon. You say this condition has prevailed for several years. 

Mr. Scuarer. Yes, this condition has prevailed because Michigan 
Bakers formerly supplied Wrigley’s. 

Mr. Drxon. Do you know when the labor union negotiated its new 
contract with Continental ? 

Mr. Scuarer. They are negotiating right at this moment. 

Mr. Drxon. Right at this moment? 
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Mr. Scuarer. And I understand that that is going to be part of the 
contract to try to remedy that to some extent. What it is going to be 
I don’t know. 

Senator Harr. Mr. Schafer, I must ask for a recess soon. I am sure 
there are some other questions. 

Mr. Peck. I have one, Mr. Chairman, but I understand you have 
to leave. 

Senator Harr. Go ahead. 

Mr. Peck. Mr. Schafer, according to your statement you have three 
plants in Michigan and nine loading stations in other cities. There 
are plants at Kalamazoo, Lansing, and Detroit. 

Senator Harr. I must respond to the bells. I shall only be 10 
minutes. 

(Short recess. ) 

Senator Hart. The committee will be in order. 

This is Mr. Peck, Mr. Schafer, for Senator Dirksen. I believe you 
have a question pending. 

Mr. Peck. Thank you, Mr. Chairman. 

Mr. Schafer, according to your statement you have three plants in 
Michigan and nine loading stations in other cities throughout Michi- 
gan, your plants being in Kalamazoo, Lansing, and Detroit. Your 
business in all within the State of Michigan ? 

Mr. Scuarer. No, we do go as far as Fort Wayne and South Bend. 

Mr. Peck. It is essentially in the State of Michigan then? 

Mr. Scuarer. Ninety-five percent. 

Mr. Peck. Ninety-five percent ? 

Mr. Scrarer. Yes. 

Mr. Peck. According to charts prepared by the economics section 
of the subcommittee’s staff, sir, Continental Baking Co., General Bak- 
ing Co., Ward Baking Co. and Campbell Taggart Associate Bakeries 
combined have only four plants in the State of Michigan. These 
plants are in Detroit, once again in Detroit, a third in Detroit 
and once in Saginaw. According to this, you would be three-fourths 
7 large as these four large companies put together in number of 
plants. 

Mr. Scuarer. In number of plants, yes. 

Mr. Peck. Considering the fact that your operations are confined 
to the State of Michigan, 95 percent of them anyway, it would seem 
that you are in a rather good competitive position as a bread baker 
within the State of Michigan. Yes, sir, you state that last year you 
lost $50,000. 

Mr. Scuarer. Yes. 

Mr. Dixon. This year? 

Mr. Scuarer. This year. 

Mr. Peck. This year? 

Mr. Scuarer. Yes. 

Mr. Peck. Why, sir, is it so difficult for you with your competitive 
position to do a profitable business in the State of Michigan’ 

Mr. Scuarer. We have the volume and we have the finest equip- 
ment in the State. We have the largest oven and the largest cooler 
in the world in our Lansing plant. The cooler is new, not over 6 
weeks old, so that our facilities are as good as any if not better. But 
the sole reason for it is, it is the cheap bread that is being put out and 
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the fact that we have to meet these conditions and lower the price, 
especially on the secondary. It was 18 or 18.5 cents. We had to 
lower it as low as 15 cents in some of the markets. Well, you can’t 
make money regardless of what volume you have if you have to sell 
below cost. 

Mr. Peck. Why do you have to sell below cost ? 

Mr. Scnarer. To meet the situation and not lose our volume and 
not lose our grocery accounts. 

Mr. Peck. What situations are you actually referring to? 

Mr. Scuarer. I am referring to the situation where they are tak- 
ing business away from us and we are losing that volume. 

Mr. Peck. You have almost as many plants as the Big Four put 
together. Are they taking it away from you? 

Mr. Scuarer. Oh, yes, yes, and of course the chainstores take a lot 
of volume away from us. 

Mr. Peck. You have mentioned the chainstores ? 

Mr. Scuarer. Yes. 

Mr. Peck. In your statement you have given a rather lucid descrip- 
tion of their activities and have suggested a remedy. Do you think 
that the competitive situation which makes it difficult for you to make 
a profit in Michigan would be cured by what you suggest be done? 

Mr. Scuarer. Yes. We cannot have a situation where the estab- 
lished price is a cent and a half under the national average plus the 
discounts and plus the free bread and what have you that go into the 
territory. 

That. is what is doing it, because last year we made $174,000, with 
a little less volume. 

Mr. Peck. The chainstores and supermarkets are becoming the 
retail outlet for foods, is that correct, sir? 

Mr. Scuarer. That’s right, yes. 

Mr. Peck. Do you find that to be the case in the outlying areas as 
well as in the metropolitan Detroit area ? 


Mr. Scuarer. Oh, yes. 
Mr. Peck. Do you think that the existence of the chainstores has 


created this problem or is there some factor in addition to the exist- 
ence of the chainstores as merely a series of stores belonging to the 
same group or ownership ? 

Mr. Scuarer. Well, years ago, not too many years ago, there was 
a differential in the price of 2 cents a loaf between the established 
wholesalers and the Sleaaneies. Now I see reports where there is a 
7-cent differential. Their costs are just as great to the dock. In 
other words they can’t manufacture any cheaper than we can or our 
competitive bakers. Their costs are identical. But where they save 
is where they make these deliveries to the stores with transports, un- 
load it, and the store manager has to make arrangements to put it on 
the shelf and take care of it. 

And, of course, they don’t charge the stales back to the bakery, 
where we pick up the stale in these stores of ours, which amounts to 
as high as 10 percent at times, which is a big differential, plus the 
fact that we have a 27 percent sales cost which they don’t have. 

Mr. Peck. Are you referring now to the chainstore bakeries? 

Mr. Scuarer. Yes. 
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Mr. Peck. The bakeries owned by the stores themselves ? 
Mr. Scuarer. Right. You see that is the situation that we are 


fearful of. Like the situation in Detroit with Wrigley’s where Conti- 
nental is doing the same thing. 


Mr. Peck. Who is Wrigley’s, sir? 

Mr. Scuarer. They have about a hundred big supermarkets. 

Mr. Peck. I see. I am personally not familiar with it. 

Mr. Sconarer. It is a big outfit. They have a hundred or more, 
and they are being served the same as the chain. If that thing con- 
tinues, and the big national bakers work this plan out with all the 
big supers, where are we as small independents going to be ? 

Mr. Peck. What plan? 

Mr. Scrarer. Of dock delivery, no sales cost, no stale returns. 
That is why I say they get the price down to 14 cents. 

Mr. Peck. In order to compete with the store-owned bakeries? 

Mr. Scuarer. Yes. 


Mr. Peck. You feel that they are justified in trying to do some- 
thing. 

Mr. Scuarer. Wrigley’s are justified in meeting the situation as 
far as the chains are concerned, and that is why they are going to 
these big bakeries with that kind of a program. But it is rough. It 
is tough on us. 

Mr. Dixon. Excuse me for interrupting. 
a wholesale bakery. 

Mr. Scuarer, They do not. 

Mr. Dixon. Mr. Peck, will you excuse me for interrupting on that 
point ? 

Mr. Peck. Certainly. 

Mr. Drxon. I am glad you brought up the fact that Mr. Schafer 
has three plants as compared with four plants of the National whole- 
salers. 

Mr. Bratr. No, Mr. Chairman, before this discussion continues any 
further on this point relating to evidence developed by the economics 
staff, there are among the eight major wholesale bakeries six which 
have plants in the State of Michigan. These 6 have a total of 10 
plants, consisting of 8 bread plants and 2 cake plants. The plants 
are as follows: Continental has one bread plant and one cake plant, 
General has one bread plant, Campbell Taggart has one bread plant. 
and American, which ranges fourth nationally, has four plants, one of 
which is a cake plant. Interstate has 1 plant and Ward has 1 plant, 
or a total of 10. 

Senator Harr. You are referring to the maps that the committee 
had several days ago? 

Mr. Buiatr. That’s right, which consisted of the maps for four of 
the six companies that I have mentioned here. 

Senator Tir, His summary was correct of the material at hand. 

Mr. Drxon. That’s right. 

Senator Harr. Dr. Blair, you have now corrected the record. 

Mr. Scuarer. I would like to make another correction. Conti- 


nental has three. They have the bread plant, they have a cake plant, 
and they have the house-to-house plant. 


Mr. Bratr. Making a total of 11. 


Wrigley’s does not own 
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Mr. Dixon. But regardless of the number of plants that the major 
wholesale bakeries have, as I understood the tenor of your testimony, 

is it a part of your complaint that they have plants outside of the 

State of Michigan where higher prices are charged and with those 

profits they come into the State of Michigan with lower prices that 

you have to meet? 

Mr. Scuarer. And we are not outside the State with plants in these 
high-priced territories. 

Mr. Drxon. Perhaps if they owned only the plants that Dr. Blair 
has named, you might be in a better condition to take them on in 
Michigan; w ‘ould you not? 

Mr. Scrrarer. We sure would, and we know that they would go 
along. 

Mr. Dixon. You are competing against national multiplant whole- 
sale bakers. You are an intrastate multiplant baker, with three plants. 
You are not in as bad a shape certainly as someone who might have but 
one plant. But you are competing against those national organiza- 
tions, is that correct, sir? 

Mr. Scuarer. That. is correct, and what we object to as bakers 
in Michigan is that they single out Michigan to use these tactics and 
hurt the independent in the State. 

Mr. Dixon. That’s what I thought. 

Mr. Scnarer. Yes. 

Mr. Dixon. I thought you had given the reply in your statement, 
but Mr. Peck was asking you why you couldn't take these people on. 
You were nearly as big as they were in the State of Michigan, and 
you had left. the impression with me that they were in other areas 
besides Michigan. They maintained these practices as far as you were 
concerned, in Michigan. We have heard testimony to the effect that 
they brought these practices to bear in other places, too. 

Mr. Scnarrer. Yes; now the chainstores, too; we do business with 
the chainstores. As TI said in myestatement, they do not get a discount 
nor do they ask for discount. But we do not get the display or the 
varieties of our products in these stores that we should have. 

And if the chainstores would give us a break in their stores, I think 
they would be doing a service for the consuming public and they 
would certainly help local bakers, regardless of “whether they are 
national bakers or independents. 

Mr. Dixon. We went through that discussion with a witness here in 
the last 2 days. You understand that under our free competitive 
enterprise system the man who owns that grocery store can do what 
he wants to, and so apparently it has suited the pleasure of the own- 
ers of those stores to put your bread where they want to, to use what 
they want to, and to use the mix that they want to. It is your testi- 
mony that things would be better, at least for you, if they did not do 
it that way ? 

Mr. Scrrarer. Well, and for all concerned, and I mean the danger 
is great today because so many of the smaller grocers that we used 
to ‘supply are going out of business. We must have these outlets, 
these large outlets, or we are done. 

That has been true of a lot of businesses, and that is why we are 
fighting for our existence. We want some remedy or we want some- 











major 
mony, 
»f the 

those 
s that 


1. these 


Blair 
on in 


uld go 


whole- 
plants. 
ive but 
ranNizi- 


bakers 
ics and 


fement, 
yple on. 
in, and 
r areas 
yu were 
2ct that 


ss with 
liscount 
7 or the 


T think 
nd they 
hey are 


; here in 
petitive 
do what 
he own- 
ise what 
ur testi- 
d not do 


> danger 
we used 
. outlets, 


y we are 
nt some- 


ADMINISTERED PRICES 6429 


thing to happen so that we can have our bread on display and so that 
the public has their choice to pick out what they want. 

Mr. Dixon. Some of the major wholesale bakery representatives 
who were here seemed to express displeasure at some of these prac- 
tices that they are running into from the chains themselves. But it 
is your opinion that it affects you far greater than it affects them. 

Mr. Scuarer. Sure; because they can rely on the plants outside of 
the State where they get the higher prices and make their big profit 
tohold them up. We can’t. 

Mr. Buarre. May I ask a question there, Mr. Chairman? This is the 
sume question aes to Mr. Kettering this morning. Representatives 
of the major wholesale bakers have pointed out that this is a two-way 
street, to use their term. Just as they are able to ship into a low- 
priced area, so also, they hold, is the local — baker in a low- 
price area able to ship into their high-priced home area. Now again 
referring to the plant map of Continental Baking Co., we note that 
not too far distant from Det roit, in Buffalo, the price is 18.4 cents. 
Why don’t you ship some of your bread into Butfalo, which is a high- 
priced town ? 

Mr. Scuarer. It is too costly. You couldn’t doit. Bread bakers as 
such, are a local industry, I mean you can only go so far with trans- 
ports and make it pay, and then you have your stale situation to 
contend with. 

We try to keep bread just as fresh as we possibly can. You couldn’t 
cover those distances and give them the type of services they’d be en- 
titled to and would be bucking up against them and you would have a 
condition there that would immediately offset any gains. 

Mr. Buatr. You are a businessman of substantial substance, why 
don’t you build a plant at this high-priced Buffalo market ? 

Mr. Scuarer. Because they won’t let me make any money so I can, 
and I have no intention. I have all I want now at my age. 

Mr. Biarr. Do you think that your banker would grant you money 
to build a plant in say the Buffalo area or some area which you could 
demonstrate to him was a high-priced area ? 

Mr. Scuarer. I haven’t had much luck with bankers. 

Mr. Dixon. He is losing $50,000 this year. 

Mr. Scuarer. Yes. 

Mr. Brair. In other words, am I to gather the impression that you 
feel that the smaller businessman is faced with a real difficulty in 
trying to obtain credit or capital with which to expand his facilities? 

Mr. Scrarer. Right. 

Mr. Brair. A difficulty not encountered by his larger competitors ? 

Mr. Scuarer. And what the big bakers are doing, they are not doing 
much of that. There are very few new bakeries in existence, I mean 
that. have come into existence recently. But what they are doing is 
buying plants that are bankrupt ; they are not buying plants but buying 
the routes and the business, and if we could do that, for instance, it 
would be helpful. But that,is rarely done. They have bought I think 
17 plants in the last year or year and a half. 

Mr. Buatr. All right. 

Mr. Dixon. Has anyone tried to buy you lately ? 

Mr. Scuarer. I have had an offer, yes, and I am thinking about it. 

Mr. Brarr. But then the burden of your testimony is that from a 
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practical point of view, when one considers the difficulties encountered 
by the smaller businessmen in obtaining credit and capital, it is not a 
two-way street. It is really only a one-way street. From a pr actical 
point of view the local baker cannot obtain the credit and capital with 
which to expand his operations into a more distant higher priced 
market. 

Mr. Scuarer. Not today. 

Mr. Biatr. Not today. 

Mr. Scuarer. When I started 27 years ago, I started with $5,000, 
bought the Kalamazoo plant; since that time we have bought Battle 
Creek, Flint, and Lansing and Detroit. That was possible at the time, 
but it is impossible today to expand the way we did then. 

Mr. Peck. One more question, Mr. Schafer. 

This morning Mr. Kettering testified that up until a few years after 
the last World War, the national bakeries were good clean competi- 
tion, but that since ‘that time or at about that time they started to 
change. 

I asked him a question which I would like to ask you now, sir. 
Why do you suppose that change took place? Do you have any idea? 

Mr. Scuarer. Well, they are more vicious today. They are more 
selfish today. They want to get more business the easy and cheap way, 
and that is by eliminating their competition. I will agree that years 
ago when there was a condition in a market or one of ‘their salesmen 

yas out of line, we could call the manager of the plant, and it would 
“ corrected. But today you can’t get any satisfaction out of correct- 
ing the evils. 

I am not talking about raising the price of bread. I am just saying 
correcting the evils in those markets. 

Mr. Peck. Has there been any change in the business climate in 
which they must try to do business? 

Mr. Scuarer. No. It is getting worse. 

Mr. Peck. Has there been any, change, sir, in the business climate 
which would account for their change of methods? 

Mr. Scrarer. Well, naturally they have the same condition to buck 
that we have, and that is the chainstores and their prices for bread. 

As I said previously, it used to be 2 cents a loaf, and now it is as high 
as 7 cents a loaf differential, and they were all out after business and 
I don’t blame them for that. So that is causing some of this trouble. 
There is no question about that. 

Mr. Peck. Thank you, Mr. Schafer. 

Senator Harr. Mr. Kittrie, from Senator Wiley’s office. 

Mr. Kirrrie. Just some very short ones. You are not a member of 
a baker’s cooperative ; is that right? 

Mr. Scuarer. No. 

Mr. Kirrrte, Why not? 

Mr. Scrrarer. Well, because I feel I can get along by myself. 

Mr. Kirrrim. This is a good question then, because we have _ 
figures here as to what the ‘profit of the cooperativ es was, and it w 
quite high, From what you indicated, your plant is very effic seh 
You know the local needs, which means you are really in a better 
position locally than the national wholesalers should be. At the same 
time you said this year you have lost $50,000. Last year you made 
about $174,000, which is about 2 percent of sales? 





ntered 
snot a 
actical 
1 with 
priced 


55,000, 
Battle 
e time, 


s after 
mpeti- 
‘ted to 


W, Sir. 
r idea? 
> more 
p way, 
b years 
lesmen 
would 
orrect- 


saying 


ate in 


imate 


© buck 
ud. 

is high 
ss and 
rouble. 


we the 
it was 
ficient. 
better 
e same 
1 made 


ADMINISTERED PRICES 6431 


Mr. Scuarer. Right. 

Mr. Kirrriz. The cooperatives have been doing much better than 
that. How do you explain that? How come that they are making 
money and you are losing ? 

Mr. Scuarer. There are two good reasons for that: No. 1, in most of 
the markets they are not paying the wages or the commissions that we 
are. Secondly, they are getting more money for bread in 90 percent 
of the markets in the United States than we are for a loaf of bread. 

Mr. Kirrrre. You mean the members of the cooperatives do? 

Mr. Scuarer. Yes. Well, that goes for cooperatives and the 
national bakeries also. 

Mr. Kirrrm. What I am really actually after is this: With your 
special talent, with your efficiency, with your local knowledge and 
so on, you are losing money. 

The cooperatives are actually doing much better than the national 
wholesalers are doing; I mean in the percentage of profits. 

Mr. Scuarer. Yes. 

Mr. Kirrriz. The cooperative’s profits as compared to sales are 
really higher than those of the national wholesalers. Is it possible 
that the cooperative bakers are having an easier time because they 
are not being picked on by the national wholesalers? 

Mr. Scuarer. No, that isn’t true because there are cooperatives in 
Michigan. 

For instance, this letter that I read is from the president of the 
Bakers Association of Michigan. He belongs to a cooperative, and 
they are not making any money because he is in that market where 
this condition exists. 

Mr. Kirrrie. So Michigan is a particular market where whatever 
you do, it is not going to be very helpful ? 

Mr. Scuarer. Yes. 

Mr. Krrrrie. You also indicated that the discount is a major com- 
petitive weapon used against you. Is there anything else? 

Mr. Scrarer. Oh, yes. There is cash outlays, and there is free mer- 
chandise, racks, a lot of ways of doing it. 

Mr. Kirrrre. And how about advertising? Are the national whole- 
salers using in any improper way? Can they spend more money or 
do they spend more money than you can? 

Mr. Scnarer. Oh, yes. For instance, Continental is spending be- 
tween 4 and 5 percent where we have to hold under 3 or close to 3. 

Mr. Kirrrie. As far as competing with the national wholesalers, 
don’t you really believe that the cooperative movement in baking can 
do much good ? 

Mr. Scuarer. No; and we are not afraid of any of the big bakers 
on an equal basis. I mean when they are running their plants in De- 
troit like they are in other territories. 

Mr. Kirrrm. Are you more or less implying that the national 
wholesalers are losing money in their plants in your State? 

Mr. Scuarer. Yes, they are. That is a known fact. 

Mr. Kirrrim. Thank you. 

Thank you, Mr. Chairman. 

Senator Harr. Just in case some housewife like my wife saw this 
transcript, I had better ask a question here. You are emphasizing 
the fact that bread in the Detroit market is substantially lower than 
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elsewhere. Do you believe that the major competitors of yours who 
are setting this price, as we understand your testimony, would main- 
tain this price if you disappeared ¢ 

Mr. Scuarer. Well, those things have come up before. 

When they get a market practically to themselves, like out on the 
west coast—there are a lot of big operators there—they have the price 
up where they are really making money and they have the volume 
too, and they don’t have any trouble. 

Naturally if they did not have any opposition, strong opposition, 
they would not think of keeping the price down to where they would 
not make any money. 

Senator Harr. Are there any other questions? 

Mr. Drxon. That is all, sir. 

Senator Harr. Mr. Schafer, thank you very much. 

Mr. Scuarer. Thank you all. 

Senator Harr. You have made some promises with respect to sub- 
mission of some affidavits. 

Mr. Scuarer. I will take care ofthat. Thanks a lot. 

Mr. Drxon. You have made a very fine statement. 

Senator Harr. We will recess until 10 a.m. tomorrow in this room. 

(Whereupon, at 4:15 p.m. the hearing was recessed, to reconvene at 
10 a.m. Thursday, July 9, 1959.) 
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THURSDAY, JULY 9, 1959 
U.S. Senate, 


SuscoMMITree ON ANTITRUST AND; MONOPOLY 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a.m., room 312, 
Senate Office Building, Senator Estes Kefauver presiding. 

Present : Senators Kefauver (chairman) and Langer. 

Also present : George J. Burger, vice president, legislative activities, 
Nationa] Federation of Independent Business. 

Paul Rand Dixon, counsel and staff director; Peter N. Chumbris, 
counsel for minority; Theodore T. Peck, special counsel for minority ; 
Nicholas N. Kittrie, special counsel for minority; George E. Clifford, 
assistant counsel ; Thomas C. Williams, attorney ; John M. Blair, chief 
economist; Walter S. Measday, economist; Paul S. Green, editorial 
director; and Gladys E. Montier, clerk. 

Senator Kerauver. Our first witness this morning is Mr. R. L. 
Lane, formerly manager and coproprietor of the Meadville Bread Co., 
Meadville, Pa. Mr. Lane, where is Meadville, Pa., and how large a 
city is it? 


STATEMENT OF R. L. LANE, FORMERLY MANAGER AND COPRO- 
PRIETOR OF MEADVILLE BREAD CO., MEADVILLE, PA. 


_Mr. Lane. Meadville, Pa., is about 90 miles north of Pittsburgh. 
Our present population is roughly 17,000 people. 

Senator Kerauver. You say you are a former manager and copro- 
prietor of the Meadville Bread Co. What do you donow? 

Mr. Lane. At the present time I am a schoolteacher, teaching at the 
Meadville Area Senior High School, due to the fact that our company 
isnow defunct, bankrupt. 

Senator Kerauver. When did it go out of business ? 

Mr. Lane. It went out of business on August 19, 1958. 

Senator Krerauver. Do you have a prepared statement, sir? 

Mr. Lane. [have a statement here; yes, sir. 

Senator Keravver. All right, you handle it in your own way. 
Proceed. 

Mr. Lane. Well, I came to Meadville to manage the Meadville 
Bread Co. in June of 1944. Previous to that time I had taught school 
at Monticello, N.Y. The Meadville Bread Co. was owned by my 
father-in-law and my uncle, and when my uncle became very ill they 
called me and asked if I would come up and manage the bakery. 
Now that wasn’t a strange position to me in any way because I previ- 
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ously had worked at the bakery during the summers, and when I ar- 
rived in Meadville our sales for the year ending 1943 were roughly 
$150,000. 

By the end of 1944 I had them up to $250,000. In 1946 we were 
successful enough that we built a brandnew building and bought all 
new equipment and were really doing a good job. Our sales by 1948 
had reached the point of almost $1 million. They were in excess of 
$900,000. 

Senator Kerauver. As I understand it, the Meadville Bread Co. was 
a Pennsylvania corporation. 

Mr. Lane. It was a Pennsylvania corporation incorporated in 1925. 

Senator Kerauver. How were your earnings during this time? 

Mr. Lane. Our earnings were very good. From 1944 right straight 
through 1951 or 1952, our earnings were exceptionally ood. Now 
those earnings, I think, were for two reasons. One, you see from 1944 
through 1946 you had certain Government controls that definitely 
were to the adv: untage of the smaller baker. In other words, there 
were limits on stale returns, for instance. 

There were mileage limits, the number of miles the truck could 
travel. You were not allowed to equip a grocery with bread racks. 
And there were ceiling prices too on not only the product itself, but 
on the raw materials that you bought, so everybody had a fair chance 
at a fair market. 

Senator Keravuver. Then during the war, during OPA, they had an 
order against the dumping of bread. 

Mr. Lane. That's right. There was an order against what they 
call consignment selling. If you put 40 loaves of bread into a store, 
that was the grocer’s responsibility and he sold it. You were not al- 
lowed to leave it on consignment and take any back the next day. 

Senator Krravver. All right, sir, proceed. 

Mr. Lane. Now in 1948 we had expanded to the point that we had 
a wonderful share of the market. , At that time I received a call from 
the Ward Baking Co. of New York City asking if I might be interested 
in selling the bakery. I told them if the price was right that we 
would consider it. So they sent to Meadville a Mr. McCracken, who 
was their plant manager in Youngstown, Ohio, Mr. Arnold Jackson, 
who was at that time their sales manager, Mr. Laughlin, who was their 
vice president, and a Mr. Tannous, whom I believe was their produc- 
tion superintendent. 

They examined the plant very carefully and very thoroughly and 
asked us to set. a price on the plant. We set the price at $240,000, 
based on our statement of assets and earnings, which they seemed to 
think was very fair at that time. 

We then forwarded our records of our sales, route records, equip- 
ment, year’s purchases, and all other pertinent facts to their office in 
New York City. They then called us on the phone and said that they 
thought they had the details all worked out and for Mr. Anderson and 
myself to come to New York to close the deal. 

When we arrived in New York, we went directly to the offices and 
we were met there by Mr. Faris B. Russell, the chairman of their 
board; Mr. Arnold Jackson, their sales manager; Mr. Laughlin, vice 
president; Mr. Malley, their treasurer ; and Mr. Casto, president. 
After a certain amount of conversation Mr. Russell informed us that 
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he could not pay $240,000 for our bakery—that all he could pay was 
$160,000. 

He said all that he could buy were our physical assets without hav- 
ing aspecial stockholder’s meeting. 

Naturally, we were quite incensed. We thought the price had been 
agreed on for $240,000 and were simply coming down to New York City 
to sign the deal. And when we got down there and found out that 
they had decerased it $80,000, we were a little bit perturbed. How- 
ever, they said “Go out and have a bite of lunch and come back in the 
afternoon and maybe you will feel different about it.” 

We went back in the afternoon, the same people being present, and 
said, “No,” we would not take the $160,000. They informed me then, 
of course, that if they wanted that bakery badly enough there were 
other ways to get it, and they cited, for instance, price cutting in a 
market; and they illustrated a bakery, I believe—I still think—I am 
pretty sure it was in South Bend where they brought the price of bread 
down as low as 5 cents a loaf in that market until this particular baker 
was out of business. 

Senator Kerauver. Who was doing the talking ? 

Mr. Lane. At that time doing the talking were—well, all of them 
were chipping into the conversation. The conversation was led by 
Mr. Russell and Mr. Casto. 

Senator Kerauver. What was their position ? 

Mr. Lane. Mr. Faris B. Russell was chairman of the board; Mr. 
Casto was president of the corporation. 

Senator Krrauver. Of Ward ? 

Mr. Lane. Of Ward Baking Co. 

Well, we left anyway and went back to Meadville and continued 
and we were still doing all right: But then, in Meadville, we have a 
peculiar situation. 

—, Krrauver. What was the date of these conversations in New 
ork? 

_ Mr. Lane. I couldn’t get this correspondence, Mr. Chairman. There 

Is correspondence on this and there are letters, too, on file. But the 

bakery being under Federal lock and key, I wasn’t able to get into the 

files to get. the correspondence we had with Ward, or I could get you 

the exact date; but I know it was in 1948. 

Senator Kerauver. If you will endeavor to get the exact date, I 
would appreciate it. 

Mr. Lane. I will dothat when I get home. 

Senator Kerauver. In the summer of 1948? 

Mr. Lane. No, it was in the fall. 

Mr. Cuumpris. You say the files are under lock and key of the Fed- 
eral Government? 

Mr. Lane. Yes, under Federal bankruptcy; yes, sir. There is a re- 
celver appointed. 

Mr. Cuumpnis. Is that still pending now? 

Mr. Lane. Yes, it is still pending. I believe there is a hearing on 
that coming up August 27 of this year. 

Senator Kerauver. I imagine the receiver will give you the date, 
and perhaps copies of the letters. 

Mr. Lane. I am sure that he will, if we can get in there. 
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Senator Keravuver. I appreciate your getting what you can. The 
staff will write about getting copies of the correspondence. 

Mr. Lane. All right. 

Senator Keravuver. All right, sir, tell what took place. 

Mr. Lane. Well, then after 1948 we continued to grow, but by that 
time your various controls you see had been eliminated and we were 
stuck with the ceiling price on bread, which at that time was 12.5 cents 
wholesale. Now, with the cost of ingredients going up, it was almost 
impossible to make any money with the 12.5-cent wholesale selling 
price. I called several of the bakers in the area to get that price 
adjusted. It had been adjusted all around me. But it was of no avail. 

We finally got the price of bread wholesale up to 13 cents. In other 
words, that bread sold wholesale two for 26 and retailed at two for 29. 
Then, with the controls off on consignment selling, I was almost un- 
able to compete in our wholesale market, competing as I was against 
the Ward Baking Co., the Continental Baking Co., and the Sunbeam 
chain from Erie. 

I was the only independent in the market. Without adequate re- 
—" I was in no position, you might say, to carry on any particular 

ght. 

Mr. Cuumpris. You say “Sunbeam”; is that a trade name? 

Mr. Lane. Sunbeam is the trade name of the Quality Bakers of 
America, and the Firch Baking Co. of Erie is so associated. 

Mr. Drxon. Mr. Lane, you said you were finally able to get the price 
up to 13 cents. You mean in that general market that someone raised 
the price to 13 and it leveled off there? 

Mr. Lane. Yes, sir. 

Mr. Drxon. Who was the price leader in that respect, do you re- 
member? 

Mr. Lane. In that respect I am not sure who actually raised first— 
whether I went first or whether Firch from Erie went first or whether 
al ig went first; but at least iteleveled at 13 cents for the 1-pound 

oaf. 

Mr. Drxon. How long did that 13-cent price prevail? 

Mr. Lane. That 13-cent price prevailed right up to August 19, 1958, 
when I closed my doors. The price of bread is now higher. 

Mr. Dixon. Were you willing to raise your price? 

Mr. Lane. At any time. I did my best to get the price of bread 
up—I was starving to death you might say—but I was unsuccessful. I 
made many efforts to achieve some cooperation, but whenever I talked 
about the price of buns or the price of bread, somebody else would say 
“Well, I think we ought to do something on the price of buns or on the 
price of Parker House rolls,” but never on the price of white bread. 

Mr. Drxon. Mr. Chairman, we have a chart that makes this point, 
in my opinion, more meaningful. It has previously been put into 
the record I think that we might refer to it and call it to the witness’ 
attention here. 

Senator Keravuver. Very well. Suppose we identify the chart. 

Mr. Bratr. Mr. Chairman, this chart has already been put in the 
record, as Mr. Dixon said. It is a chart showing the prices out of the 
Youngstown plant of the Continental Baking Co., in September 1958 
as reported by Continental to us. 

(The chart referred to may be found on p. 6178.) 
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Mr. Lane. Yes, sir. , 

Mr. Drxon. Dr. Blair, you also put a chart into the record showing 
that Ward Baking Co. has a plant at Youngstown, too. 

Mr. Buarr. Yes, that has an been put into the record. 

Mr. Cuumpris. Do you operate out of Youngstown? 

Mr. Lane. Out of Meadville, Pa. 

Mr. Cuumpris. Is Meadville in the Youngstown area, or is it out of 
the Pittsburgh area? 

Mr. Lane. It would be out of the Youngstown area, sir. 

Mr. Buarr. As I understand it, your plant, sir, is located at Mead- 
ville, which is approximately how far from Youngstown ? 

Mr. Lane. Approximately 60 miles from Youngstown. 

Mr. Buatr. From Youngstown. In December 1958 Continental was 
selling bread at a wholesale price per pound of 15.6 cents at Youngs- 
town. 

Mr. Lane. That’s right. 

Mr. Buatr. The bread was then shipped to a loading station about 
50 miles north, I would say, and then two delivery trucks took the 
bread and distributed it to various communities from that loading 
station. 

Mr. Lane. That’s right. That loading station I believe is And- 
over, Ohio, that you are speaking of. 

Mr. Brarr. I believe the insignia on the chart covers the name 
Andover. One of the routes went more or less in a southerly and 
easterly direction from Andover. The other went more or less in a 
northern direction from Andover. 

Mr. Lane. That’s right. 

Mr. Buarr. Now of course the route truck that covered the southern 
area was closer geographically.to Youngstown than the route truck 
that covered the northern area. 

Mr. Lane. That would be right. 

Mr. Buarr. Yet we find that in the southern area the price was 
considerably higher than prevailed in the communities serviced by 
the truck that followed the northern route. 

Mr. Lang. Right. 

Mr. Bratr. Your actual location, Meadville, was serviced by the 
truck operating in the southern route? 

Mr. Lane. Right. 

Mr. Buair. But it is my understanding that much of your market 
fell into the area covered by the northern route. 

Mr. Lang. That is true. 

Mr. Buatr. Mr. Chairman, the price prevailing at Andover was 15.6, 
the same as at Youngstown. The truck that followed the southern 
and easterly route distributed bread at a price of 15.2 cents at various 
communities such as Jackson Center, Guys Mills, Meadville, and other 
communities. The truck that followed the northern route distributed 
bread at a price of 13.9 cents or 1.7 cents below the price at Youngs- 
town where the bread was baked. And this price prevailed at Harts- 
town, Cambridge Spring, Conneaut, Ashtabula, and Jefferson. 

Do those figures accord with your understanding, Mr. Lane? 

Mr. Drxon. Dr. Blair, let me make this observation now. As I un- 
derstand it, this represents prices on September 1, 1958. The witness 
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said he went out of business in August 1958. Aren’t those higher 
prices than they were when you went out of business ? 

Mr. Lane. If the 13.9 figure is correct, that is 1 cent higher or nine- 
tenths of a cent higher. 

Mr. Dixon. And, if the 15.2-cent price in Meadville is correct, it is 
2.2 cents higher ? 

Mr. Lane. That’s correct. 

Mr. Drxon. So 1 month after you went out of business prices went 
up? 

Mr. Lane. That’s correct. 

Mr. Buair. Is the approximate distance to Conneaut from Youngs- 
town somewhere inthe vicinity of 75 to 80 miles? 

Mr. Lane. It would be very close to that. 

Mr. Buarr. And at Conneaut the bread was sold at a price of 13.9 
cents as compared to the 15.6. What is very interesting about this 
is that the price drops very slightly down to 15.2 in the route closer to 
Youngstown but then falls to 13.9 in the more distant route from 
Youngstown, and that more distant route encompassed much of your 
market; is that right? 

Mr. Lane. Practically all of it; yes, sir. 

Mr. Buarr. Thank you, sir. 

Mr. Cuumpris. Why is it that. you compete with the Youngstown, 
Ohio, market rather than out of Pittsburgh ? 

Mr. Lane. The Pittsburgh bakeries do not run into Meadville. Pri- 
marily they goas far north perhaps as Butler. 


Mr. Cuumpris. Even though you are only 9 miles from Pittsburgh? 
Mr. Lane. Ninety. 


Mr. Cuumerts. Did you say 90? 

Mr. Lane. Ninety to Pittsburgh; yes, sir. 

Mr. Cuumprris. I thought you said nine? 

Mr. Lane. No. 

Mr. Peck. And 60 from Youpgstown ? 

Mr. Lane. Sixty from Youngstown and Ward and Wonder both 
have plants at Youngstown. Besides being a small bakery we were 
unionized. Our inside held, the bakers belong to the Confectionary 
Workers Union. My drivers belong to the Teamsters Union. . In 
1950 they put extreme pressure on me after I had turned them down 
for new contracts. Our own people did not want these contracts be- 
cause they knew that we could not afford to pay them. However, this 
is the Teamsters particularly. They were ordered to force this con- 
tract upon me or be suspended from their union. 

Mr. Dixon. How do you know that, sir? 

Mr. Lane. I was present. Now they sent two men from Pittsburgh 
up to our local union in Meadville. The men’s names were Mr. Die- 
trich and Mr. Mascaro. Ihad aconference with them. 

Senator Kerauver. The Teamsters Union sent them ? 

Mr. Lane. That’s right. And I had a conference with them in 
Meadville and I said “Fellows, we just can’t go along on this con- 
tract.” They said this. They said “We can’t get a new contract 
with Ward or Wonder until we get you in line. If we get you to sign 
this contract, Ward and Wonder will follow automatically.” 

They said, “We have to get you first.” 








higher 
r nine- 


t, it is 


Ss went 


oungs- 


of 13.9 
ut this 
loser to 
e from 
of your 


gstown, 
le. Pri- 


sburgh? 


ler both 
we were 
ctionary 
ion. . In 
m down 
‘acts be- 
ver, this 
this con- 


ttsburgh 
Mr. Die- 


them in 
this con- 
contract 
yu to sign 


s 








ADMINISTERED PRICES 6439 






I said “If you get me first that is going to put me out of business. 
A small fellow just can’t compete.” 

Senator Kerauver. You mean they were asking you for a contract 
for higher wages than they were then getting from Ward and the 
others ¢ ; 

Mr. Lane. Right. I said “If a small fellow can’t compete”—and 
they sat right there and told me “If you can’t compete get out of busi- 
ness. We don’t want to do business with the small fellows anyway. 
It is easier to bargain with a big unit.” 

When they said that, my own drivers and I were present, my drivers 
dropped out of the Teamsters Union. Now because they dropped out 
of the Teamsters Union, they filed every unfair labor practice you can 
think of against me. I have them in a folder here. I can leave them 
with you if you would like them. I was summoned to Pittsburgh on 
the average of once every 2 weeks to the NLRB in Pittsburgh to answer 
these unfair charges. Actually we weren’t unfair, because my own 
employees were supporting me 100 percent. 

Mr. Cuumpris. What was the date? 

Mr. Lane. 1950. 

Mr. Dixon. How did it ultimately turn out? 

Mr. Lane. Ultimately it turned out this way : That Henry M. Shore, 
who was the regional director of the NLRB at Pittsburgh, after sev- 
eral weeks of testimony, issued by consent a decree saying that I was 
not to interfere with the Teamsters’ rights to bargain and the Team- 
sters were not to interfere with me, and that is exactly where we stood 
when I went out of business. My men still did not belong to the 
Teamsters’ Union. When they dropped out they stayed out. 

Mr. Dixon. With your consent and with the consent of the union? 

Mr. Lane. That’s right. 

Mr. Drxon. As I understand it, such a consent does not mean any- 
thing to me. It simply says, “You don’t bother me and I won’t bother 
you.” 

Mr. Lane. That is about all I could read into it, sir. 

Mr. Cuumpris. How much of your trouble was caused by your con- 
tractual relationship or lack of contractual relationship with the 
union ¢ 

Mr. Lane. There was no trouble caused after that, after the consent 
decree. They had to pull down their so-called “Unfair” signs. They 
post you around different buildings and other different union organ- 
izations saying Meadville Bread Co. is unfair to organized labor. 
They had to take those down. 

Senator Kerauver. How long did all this wage difficulty last before 
the consent decree was entered into? 

Mr. Lane. About 6 months, sir. This all occurred in 1950. 

Senator Kerauver. All right, sir. 

Mr. Lane. Now that didn’t set too well with the Teamsters Union, 
as you can understand, so the business agent for the Teamsters Union 
found a method to get himself made business agent for the Bakery 
& Confectionery Workers Union, which was operating inside the 
plant, and as their business agent he then immediately put the same 
— again on me to get a sizable increase on the inside for the 

akery workers. 
Senator Kerauver. What is his name? 
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Mr. Lane. Mr. F. L. Alexander. 

Senator Kerauver. Where is he from? 

Mr. Lane. Meadville, Pa. 

Senator Keravver. Is he still there? 

Mr. Lane. He is still there. 

Senator Kerauver. With the Teamsters Union ? 

Mr. Lane. With the Teamsters Union. 

Senator Kerauver. You mean he was elected as—— 

Mr. Lane. As the business agent for the Bakery & Confectionery 
Workers Union. In other words, he was business agent you see for 
both unions. 

Mr. Dixon. Is he still business agent for both unions ? 

Mr. Lane. He is business agent now for only the Teamsters. He 
is not business agent for the bakers. 

Mr. Drxon. He has gone back to his original position. 

Mr. Lane. That’s right. Well once again my employees supported 
me in this thing. So the international of the Bakery & Confec- 
tionery Workers Union transferred the contractual negotiations out 
of Meadville and moved them to Youngstown, Ohio. Then the 
Youngstown local sent their business agent over to run the union, and 
at the time I closed I was negotiating with the Bakery & Confec- 
tionery Workers Union out of Youngstown, Ohio, a Mr. Magazine 
being their business agent. 

Senator Kerauver. How long was the business agent of the Team- 
sters also the business agent of the Bakery & Confectionery Work- 
ers Union? 

Mr. Lane. For a period of approximately 2 years. No one could 
actually understand how this thing happened. It looks pretty phony 
when you check back on it. 

Mr. Cuumpris. Let me ask you one other question. When you 
were having the trouble with the Bakery & Confectionery Workers 
Union, were the other wholesalers having the same difficulty ? 

‘ Mr. Lane. No. You see they wanted to get me to sign the contract 
rst. 

Mr. Cuumpris. You alone were singled out for that ? 

Mr. Lane. That’s right. They wanted to force that on me. Then 
they figured they could take that contract with a small plant to a large 
one would have also very little bargaining power. They would say, 
“Tf Lane can pay it, an outfit like Ward and Wonder certainly can 
pay it here in Youngstown.” 

Mr. Cuumepris. Did it result in you paying higher wages to your 
bakery employees? 

Mr. Lane. No. Just for a very short period of time. That was 
all. You see, I never did sign their second high contract. 

Beran Keravver. I suppose the other companies did not sign it 
either ¢ 

Mr. Lane. What the situation is as of right now, sir, I don’t know, 
whether they have negotiated a new one or not. 

Senator Kerauver. But they had not as of that time? 

Mr. Lane. They had not as of August 19, 1958. They had not. 

Senator Keravver. All right, sir, proceed. 

Mr. Lane. Now for our own salvation, due to the fact that so many 
independent groceries were closing up, our market was gradually 
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diminishing. For instance, in the city of Meadville alone over a pe- 
riod of perhaps 4 to 5 years we had lost 44 independent grocers; in 
other words, they had closed their doors. Now you see that dimin- 
ishes your market because all that is left are your big supers and 
your large chain grocery stores, all of whom have their own bread. 
When you have a diminished market and have the big boys fighting 
with the small ones for it, you have very little chance. So we started 
to develop on a house-to-house basis. 

Mr. Cuumerts. Before you get away from that, what type of big 
grocery chains do you have in Meadville? 

Mr. Lane. The great A. & P., Kroger, and Loblaw. 

Mr. Dixon. Throughout your trade area? 

Mr. Lane. Throughout he trade area. 

Mr. Cuumpris. What is the third one? 

Mr. Lane. Loblaw out of Buffalo. 

Senator Krerauver. You said 44 closed up. How many were there 
to start with? 

Mr. Lane. Probably in the neighborhood of 85. Actually that fig- 
ure of closings would be higher now. I made that survey for the 
chamber of commerce in Meadville several years ago when they were 
having an industrial development fund drive. I showed them what 
was happening to our market, and when I listed 44 grocery stores that 
these men all knew around their own community that had closed their 
doors, they were very much amazed at that trend. It would be higher 
now. 

Mr. Dixon. Some of these chains baked their own bread. 

Mr. Lane. That is correct. That’s right. We did serve their stores 
on what you call a token or standby basis. But you are naturally 
limited in whatever quantity you put in there. 

Mr. Cuumepris. How much difficulty did you have in competing 
with the chain food stores in baking? How did that affect you? 

Mr. Lane. It affected, I think, all the bakeries in the area, not only 
myself, because when people are very money conscious, naturally they 
buy from cheaper items. Now A. & P., Kroger, and Loblaw have al- 
ways kept the price of baked goods right at almost their own produc- 
tion costs. 

Mr. Drxon. You were selling bread at wholesale for 13 cents? 

Mr. Lane. Right. 

Mr. Drxon. Retailing at two for 29? 

Mr. Lane. Right. 

Mr. Dixon. What was the chain bread selling for at the same time? 

Mr. Lane. 13 cents; two for 29. 

Mr. Dixon. All right, sir; go ahead. 

Mr. Cuumeris. That was their retail price? 

Mr. Lane. Right; two for 29 was their retail. 

Mr. Buarr. Might I ask a question? 

Senator Keravuver. All right, Dr. Blair. 

Mr. Buarr. Mr. Lane, did you ever talk to anybody connected with 
the Continental Baking Co. and ask them why they had a lower price 
in your area than in Youngstown ? 

Mr. Lane. No; I don’t recall ever asking them that question that 
way, but there were several times in conversations that I said: “Why 
keep the price down here in Meadville when you are getting 15 or 16 
cents for the same loaf from Youngstown 2?” 
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Mr. Buair. That was the question I was getting at. 

Mr. Lane. Yes. And they would say: “Well, we can’t very well 
run split routes. We can’t have the price of bread two different 
prices on the same truck. We are also competing in that territory 
with Firch’s in Erie. If you get them to raise that market, we will 
raise the Meadville area market, but we can’t have a split price.” 

That was as far as I could get at it. 

Mr. Buair. They did split it at Andover? 

Mr. Lane. They actually were splitting it anyway. 

Mr. Buair. And you knew they were splitting it? 

Mr. Lane. I knew they were splitting it; yes, sir. 

Mr. Dixon. What did you think of that answer ? 

Mr. Lane. I thought it was evasive. 

Mr. Drxon. I would, too, sir. 

Mr. Cuumpris. A moment ago you said that the retail price of the 
chain food stores for their bread was 13 cents a loaf ? 

Mr. Lane. The retail ? 

Mr. Crrumpris. The retail price of the chain. 

Mr. Lane. No; the retail price would be two for 29, you see. 

Mr. Dixon. Identical with his, Mr. Chumbris. 

Mr. Lane. Yes. 

Mr. Cuumpris. Two for 29? 

Mr. Lane. Retail. 

Mr. Cuumerts. Retail ? 

Mr. Lane. Right. 

Mr. Cuumpris. Yourssells for two for 29? 

Mr. Lane. Ours was selling at two for 29 too, retail. 

Senator Kerauver. Let’s move on now. 

Mr. Lanr. Now, we had established quite a few terminals for re- 
tail distribution. We called these men bobtailers, by the way. We 
took a load to Titusville, we took a load to Oil City, we took a load 
to Warren, a load to Erie, a load to Andover, and a load to James- 
town, N.Y. We finally got up to where we had 65 trucks on the 
road under a bobtail-type operation. 

We did not own the trucks. The man was the individual owner, 
bought the bread from us at a standard discount. 

Mr. Dixon. What did you charge for it ? 

Mr. Lane. We charged the retail price in his territory, whatever 
the retail price was, less 35 percent off the retail. Then he paid for 
his own truck expense. 


Now, we established a very nice agency in Jamestown, N.Y., and I 


had 14 trucks there. That was a company-owned truck. Those were 
company-owned trucks. 

Mr. Drxon. Let me try to determine something. What was the 
highest retail market that these bobtailers were serving? 

Mr. Lane. The highest retail market ? 

Mr. Dixon. Yes. 


Mr. Lane. You have to figure which loaf of bread you are selling. 
Now the standard pound loaf was a 2 for 29. 

Mr. Dixon. Right. 

Mr. Lane. And on the retail truck we did not put that out because 
a man could not make truck expense trying to sell his bread at two 
for 29 and pay his own gas and oil and carry his credit. The 18-ounce 
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loaf was retailing for 18 cents straight. So he had his discounts off 
the 18 cents. 

Mr. Dixon. So it was 30 percent off 18 cents? 

Mr. Lane. Right. 

Mr. Caumperis. Let me ask you one further question. 

Mr. Lane. Yes, sir. 

Mr. Cuumpris. We have heard testimony that in most areas the 
grade A bread, like Wonder Bread or Bond Bread and so forth, sells 
for 3 to 5 cents higher than the retail price of the chain food store 
bread that is manufactured by the chain store itself. Now you state 
that although you got 13 cents or 12.5 cents at one time, the retail 
price of your bread was two for 29? 

Mr. Lane. Right. 

Mr. Cuumprts. The same as the chainstore ? 

Mr. Lane. Right. 

Mr. Cuumpris. What compelled the retail man not to maintain 
the 3- to 5-cent spread on the grade A bread in comparison to the 
chain food store bread? He wouldn’t be bound by the problems that 
youhave. Yours were on the wholesale level. 

Mr. Lane. Yes. 

Mr. Cuumpris. Why couldn’t the retail man get the 3- to 5-cent 
spread that seems to be the prevalent practice throughout the country ! 

Mr. Lane. There wasn’t actually that much spread, sir, in the price 
in that territory. The retail price of your 18-ounce loaf was 18 cents. 

Mr. Crrumpris. Then would the retail price of the grade A bread, 
in comparison to the chain food store bread, have an impact on the 
price that you could charge the retailer when you sold it to him? 

Mr. Lane. It naturally had an effect on that; yes. 

Mr. Cuumpris. So the retail Jevel of the price had some bearing 
on whether you could raise your price from 12.5 or 13 cents higher? 

Mr. Lane. That is correct. 

Mr. Cuumpris. So it seems like the retail price of your bread was 
lower than the wholesale price out of Youngstown ? 

Mr. Lane. That’s right. 

Mr. Cuumpris. Because you were selling it for 14.5 cents, which 
would be 29 cents for the two loaves, while Youngstown was getting 
15.6 cents wholesale ? 

Mr. Lane. That’s right. 

Mr. Cuumpris. What is the reason for that? 

Mr. Lane. I don’t know. I asked many times, but I don’t know. 
I tried many times to get them to raise the market up to an equal 
level. 

Mr. Cuumpris. But you had to raise the retail level up, too, wouldn’t 
you, if the retailer could not get more than two for 29 for his bread ? 

Mr. Lane. That’s right. 

Mr. Cuumprts. You couldn’t expect to go much higher for him to 
take your bread ? 

Mr. Lane. That’s right. It just for some reason was a depressed 
market. Actually, you are speaking of two loaves of bread. You 
are speaking of what you call competitive bread. That is chainstore 
bread or the 1-pound loaf. 

Mr. Crumpris. Yes. 


Mr. Lane. And that one was wholesaling at 13. 
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Mr. Cuumertis. Yes. 

Mr. Lane. That is two for 26, retailing two for 29. Now, you put 
some of that in some of the independent grocery stores, too, to help 
get them competitive with A. & P., Kroger, and Loblaw. 

You also had a secondary loaf, which was the 18-ounce loaf. That 
would wholesale for 15 cents and sell for 18 cents. Now, you don’t 
sell much of that 18-cent bread; you can understand that if you have 
them side by side. People are not going to pay 3 cents more for a 
mere 2 ounces of weight. 

Mr. Cuumpris. I would like to know if it was the depressed area 
that kept the price at 12.5 or 13 cents, or was it the unfair methods of 
the Big Eight wholesalers that kept that depressed price? 

Mr. Lane. You want my personal opinion ? 

Mr. Cuumpris. I would like to have whatever opinion you have for 
the record. We are trying to find out the answer to the problem. 

Mr. Lane. My personal opinion is “yes”; they kept that market 
deflated. 

Mr. Cuumpris. How about the retail price? How would they con- 
trol the retail price? 

Mr. Lane. They don’t control the retail price. You only can set 
your own wholesale price. Actually, the grocer follows a suggested 
retail price. But he has to pay your wholesale price. If they keep 
the wholesale price down, naturally, the retail is down, and you can 
see from that map right there that it is the lowest wholesale price of 
bread in the entire area. 

And it was even lower than that when I dropped out. 

Senator Keravuver. All right, let’s get on with the rest of your 
statement, Mr. Lane. 

Mr. Lane. Then I was contacted by the Continental Baking Co. 
in 1955. They sent a man to see me from Youngstown, their plant 
manager there. I don’t remember his name. And they wanted to 
know if we would be interested in.selling our bakery, and I said “Yes, 
1 would be interested in selling the bakery.” 

He had with him there, their national sales manager whose name 
I also don’t remember. They said, “Well, could you come over to 
Youngstown tomorrow night? We are flying our president in and 
he would like to talk to you. 

So the next night I went over to Youngstown and met with their 
president whose name I believe was Newt Laughlin. We sat down 
in a hotel room and talked and he said “What do you have? How 
many routes?” 

I told him how many wholesale routes we had. I told him how 
many retail routes we had. He said he would like to study the figures 
a little further, and later informed me that they were not interested 
especially because I had too many of the retail routes. 

Now in Jamestown, N. Y.—keep that place in mind—in Jamestown, 
N.Y., I told you I had 14 of these routes. 

Mr. Dixon. Bobtailers, you call them ? 

Mr. Lane. Yes. 

Mr. Drxon. Go ahead, sir. 

Mr. Lane. And two of my men there, two supervisors wanted to 
be in business for themselves. So I sold that operation to them for 
$13,500 and gave them 2 weeks’ credit on our product to distribute. 
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They signed an agreement that they would not sell that operation to 
anybody else without our consent and without having us paid in full. 
They owed me, by the time they made a deal, they owed me the same 
amount of money, $13,500. 

That represented 2 weeks’ credit so it was a good operation. They 
had a little financial difficulty and asked me if they could sell it to 
another baker, and I said, “Yes, provided you live up to the agree- 
ment and we get our money.” 

So they sold that operation to the Hall Baking Co. This is 1955 


you see. This is just about 3 months after Wonder has contacted 
me and after-—— 


Mr. Drxon. Hall is owned by Continental. 

Mr. Lanz. And Hall is a subsidiary of Continental, which I did 
not know at that time. They did not pay anything for it. They 
simply let my trucks sit, took these drivers that had been operatin 
there and sent a fleet in from Buffalo and operated it. I wrote to Hal 
Baking Co. and they said “Well, we didn’t buy anything.” They said 
“We didn’t buy anything.” 

We contacted their attorney from New York City, a Mr. Roy Ander- 
son, and had our attorney contact them, and they said they were very 
sorry but actually they didn’t buy anything. ‘There is no set figure 
for goodwill, and that they were not liable by the bulk sales act of New 
York State, because they had not bought any fixtures or furniture. 
There was nothing tangible that they had bought other than the fact 
that their route ran there and they hired a man, put a truck on it, and 
that was it. 

They were very sorry. 

I have the correspondence on that which I will leave here with your 
committee. 

Mr. Dixon. I wish you would. 

(The correspondence referred to may be found on p. 6670.) 

Mr. Lane. Our attorney contacted two attorneys in Jamestown, N.Y. 
He was in Pennsylvania. We contacted two attorneys there, Pickard 
and Lombardo. 

They had much correspondence with Continental and finally advised 
me, and I have that letter here, that it looked like Continental had 
pulled a fast one, that actually they did not buy any furniture or 
— and could not be held liable under the bulk sales act of New 

ork, 


Mr. Dixon. So it turned out that you had just sold something and 
received nothing for it? 


Mr. Lane. That’s right. I had just lost $13,500 which they took 
over scotfree. 

Mr. Drxon. So then, in what you spoke of as a profitable operation, 
you were actually losing $13,500 of retail sales? 

Mr. Lane. Right. 

Mr. Drxon. Every 2 weeks? 

Mr. Lane. Right. 

Now fighting as I was for survival in that market, about the only 
thing that I could do then was to try to contact groups of smaller 
chain stores and make their bread. First, I contacted the McAllister 
Dairy Farms, of Warren, Ohio; Mr. McAllister had about 45 stores. 
I made his bread so that he could compete with Kroger, Loblaw, 

35621—59—pt. 12 —27 
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A. & P., and he could sell two for 29. That was one tractor trailer 
load every night and he took it to hisown stores. That was a very nice 
operation. 

Mr. Drxon. On private label? 

Mr. Lane. Private label; that’s correct. 

Mr. Dixon. What was it called? 

Mr. Lanr. Little Mac’s Bread they called it. I had that business 
for about a year until one of the big boys got wise that it was a pretty 
lucrative business and went to Mr. McAllister and underbid me. 

Mr. Dixon. You were making bread for him at what price? 

Mr. Lane. I was making bread for him at a figure of 11 cents f.o.b. 
Meadville at the bakery. He would pick it up with his own tractor 
trailer and haul it to Youngstown or to Warren. 

Mr. Drxon. In other words, he came—— 

Mr. Lanse. Hecameand got it. 

Mr. Dixon. To your dock ? 

Mr. Lane. Yes. 

Mr. Dixon. And picked it up? 

Mr. Lane. That’s right. 

Mr. Dixon. You had no labor expense handling it ? 

Mr. Lane. Nostale. It was a good clean deal. 

Mr. Drxon. And you could make money at 11 cents? 

Mr. Lanz. I could make money at that. 

Mr. Dixon. You say they found out about it? 

Mr. Lane. They found out about that, saw I was coming back, and 


stepped in and underbid me by taking the price of bread at the same 


price delivered to his terminal at Warren. 

Mr. Dixon. Who was that ? 

Mr. Lang. This didn’t happen to be a chain. This happened to be 
Braun Bakery Co. 

Mr. Dixon. Out of Pittsburgh? 

Mr. Lane. West Bridgewater, Mr. Louis Braun. It is called the 
Keystone Baking Co. 

Mr. Dixon. You could not have met that price? 

Mr. Lane. I could not possibly have met that price. 

Mr. Drxon. And made money ? 

Mr. Lane. No, sir. 

Mr. Dixon. You would have lost money ? 

Mr. Lane. That is correct. 

Mr. Dixon. Go ahead, sir. 

Mr. Lane. Well, you see, that took off $6,000 of sales, so I had to 
struggle to get that back. I made a deal with the Red & White, which 
are a group of independent markets buying through Red & White, 
and made for them a loaf I called Tender Crust, produced and dis- 
tributed for the Red & White Stores so that they could sell at retail at 
two for 29. 

Mr. Dixon. What did you charge them? 

Mr. Lane. I charged them—lI had to truck specially for that—I 
charged them 13 cents and they sold it at two for 29. Each store 
signed a contract with me that he would not have any of the other 
cheap bread. He would try to feature it and merchandise it in return 
for us making it for him. But as soon as I did that, all the rest of 
them said, “Well, you can have any quantity you want. We will take 
returns.” 
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I said no returns. They said, “We will take returns on it,” so they 
just broke the deal fast, so I lost that. 


Mr. Drxon. In other words, had you been required to take stales, 
you could not have broken even ? ; 

Mr. Lane. That’s right. As soon as they put it in at the same price 
and take stale on it 

Mr. Dixon. Who do you mean by “they”? 

Mr. Lane. This time this was Ward, Wonder, and Sunbeam. 

Finally in desperation last year I went to Loblaw’s in Buffalo. 
They had a big bakery in Buffalo, and I told them I had to have some 
business to stay open. They said “All right, Mr. Lane, we will give 
you our western district stores, 35 of them in number. You can make 
all the bread, sweet rolls, everything that our stores handle. We will 
stop there and pick it up in our tractor trailers and take it out over 
our own routes.’ 

That was a good deal. They were doing with me the week I closed 
approximately $15,000 a week net. 

Mr. Dixon. Were you making money on it? 

Mr. Lanr. I had just started to make money. You see, I had to 
buy some additional equipment. That is a pretty big operation, train- 
ing additional help. You just don’t get a bunch of bakers and so 
forth in a hurry. So [ had just started making money. I made a 
very good profit the 10 weeks previous to my actual closing. 

Mr. Dixon. When you were put into bankruptcy ? 

Mr. Lanz. That’s right. But I couldn’t hold off on some of my 
creditors, who by that time were a little bit perturbed, and in many 
cases I was under Loblaw’s quality control program so that I had to 
buy ingredients that had been thoroughly tested in their labs which 
cut out some of the previous suppliers I had been buying from. 

If I owed them money they immediately entered it up and I had so 
many entries it was getting pretty tough to operate. 

Then just about that time on the 4th of July, the 3d of July to be 
exact, 1958, we had a bad fire in the bakery which put us out for 2 
full weeks. Loblaw was very tolerant of that. But in the meantime 
another large chain operation, Hathaway’s of Youngstown, Ohio, 
went to Loblaw in Buffalo and said “Why not let us make the bread 
that Lane is making? We are located right here in Youngstown. 
This is your western terminal. This is where all your tractor trailers 
are running from.” 


Mr. Drxon. What was the name of that company ? 

Mr. Lang. Hathaway. 

Mr. Drxon. This was not a chain grocer; this was a baker? 

Mr. Lane. They were a chain baker, that’s right. At one time they 
were a large house-to-house outfit. 

Mr. Drxon. All right, go ahead. 

Mr. Lanz. They explained to Loblaw they could save running four 
tractor trailers from Youngstown deadhead to Meadville every night 
to — up this bread which would be quite a savings. 

can see economically that that was all right, so Loblaw’s gave me 

30 days’ cancellation notice that they had a better deal right in 
town, and when that deal cnibintdh 

simply closed the doors. 

Thad nothing to offer. 
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as it did on August 18, 1958, I 
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Senator Krravuver. That is a tragic story the demise of a small in- 
dependent business. 

r. Lane. Itis. It isa struggle. 

Mr. Buar. Mr. Lane, would you say during most of this period of 
time that you had a reasonably efficient operation ? 

Mr. Lane. Yes; I believe that I had as efficient an operation as it 
is possible for a small operator to have. You are working on limited 
capital. We had a very nice operation. It was streamlined. We 
could not meet the efficiency, however, of some one like Continental or 
Ward or Sunbeam, that is on pounds per man per hour. If I buy 
an oven with 24 trays on it they can buy one with 67. Their opera- 
tion is much more efficient than any small baker can hope to be. 

Mr. Buatr. When you add delivery costs to get into your areas, 
whatever plant advantage they might have would be offset by their 
greater delivery expense, would that be true? 

Mr. Lane. Yes, sir; oh, yes. Truck expense is a big item today. 
If you are driving a truck 60 miles you have a lot of expense. 

Mr. Buatr. So that on the basis of total laid down or delivered price 
in your area, —_ would think you could compete on the basis of effi- 
ciency with the more distant larger bakers, even though they had 


somewhat lower plant costs? 
Mr. Lane. Yes, I would say that would be a fair statement. 
Mr. Buatr. That is all. 
Senator Krerauver. Anything else? 
Mr. Peck? 
Mr. Pecs. No, Mr. Chairman, I have no questions at this time. 


Mr. Cuumpris. I wanted to bring out one thought. Your problem 
of the independent wholesale baker seems to become more and more 
prevalent today i: this battle between the eight big wholesale bakers 
and the giant food chains that are producing their own bread. Is the 
battle between those two giants bouncing you back and forth, keeping 
you from operating? Here you were 10 years ago making enough 
money to build a new plant. Your profit and your gross increased. I 
noticed yesterday the testimony showed that in the past 4 years there 
were over 1,600 mergers in the food grocery stores in comparison to 
about 250 for the previous 6 years. Is this sudden merger of food 
chains in the last 4 years, combined with their baking their own 
bread and products in the face of the competition that you are get- 
ting from the big eight wholesale bakers, viding you in the position 
that you are now in? 

Mr. Lang. Yes, sir, definitely. 

Mr. Cuomerts. Is it that situation more than what you might 
call price concessions that seems to be a battle today between the inde- 
pendent wholesalers as well as the big eight wholesalers? 

Mr. Lang. That sounds logical too. 

Mr. CHumpris. Are you faced with the problem of price conces- 
—_ ? ‘There was some testimony on that in the hearings in the last 

ew days. 

Mr. Lane. Yes, I have a letter here I can leave with someone. Here 
is the situation that happens. I have a good account here, here is one 
good example. I had the big Methodist Home right in the city of 
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Meadville, and we had enjoyed their business for 25 years. All of a 
sudden I receive a letter from them saying this: 

“We must have 10 percent off the regular wholesale price to buy 
your bread any longer.” 

They said “After all, Mr. Lane, that amounts to about 1 month’s 
bread supply free during the year. We have to have it. We have 
that offer.” 

I said “I could not possibly give oe 10 percent. How can a bak- 
ery that is operating just marginally or making 1 or 2 percent turn 
around and in his own hometown give 10 percent discounts. I said 
it doesn’t make sense.” 

They said, “You will have to give us the 10 percent or lose the 
business.” 3 

He wrote me the letter to that effect and named the bakery. And 
I called the bakery and I said “Are you going to give them 10 per- 
cent,” and they said “Absolutely.” 

“We are going to caél that a charitable discount.” 

T lost dhe Weenies, 

Senator Kerauver. What bakery was that? 

Mr. Lane. That happened to be the Sunbeam Bakery out of Erie 
and I have the letter right here in which he mentions their names. 

Senator Kerauver. Let’s make the letter an exhibit. 

(The letter referred to may be found on p. 6670.) 

Mr. Cuumpris. The reason I brought that out was that I was dis- 
cussing the testimony in the last few days with Senator Langer and 
bringing out some of the problems of this hearing. What we want 
to do is not just to be sympathetic because you are going out of busi- 
_ That doesn’t do you or the independent businessman a bit of 
good. 

Mr. Lane. Right. 

Mr. Cuumepris. What we want to do is really size up what the prob- 
lem is and whether Congress can do something about meeting that 
problem. 

Mr. Lane. Yes, sir. 

Mr. CHumpris. Sympathy alone is not going to do you a bit of 
good, or the independent businessman in your position. 

Mr. Lanr. That’s right. An independent businessman without ade- 

quate capital cannot compete against combinations’ capital. 
_ Itisimpossible. Now, take my own situation. I told you how many 
independent stores had felt the squeeze and gone out of business. 
Now, that limits your market. Of that market, some of those inde- 
pendents have good operations. 

I am trying to sell them bread. Ward is selling them bread. 
Wonder is selling them bread and Sunbeam is selling them bread. 
Now, the first think you find out is this. They go in to the manager 
and say, “We will pay you as an advertising allowance $5 for each 
space that you will give us on this rack.” 

I can’t dothat. Or they will say this: 

“You have to keep up with the chainstores. You ought to remodel 
this in here.” 

I don’t have the money to remodel. 

auee ,worry about it, what do you need, two more gondolas, $150 
or § 
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“Oh, that will help.” 
“We will get them but we must have first position. Put Meadville 
and Ward on the bottom or somebody else. We get first space.” 

I can’t go out and rebuild the man’s store. I can’t offer them $5 a 
space for shelf space and squeeze somebody else out. I can’t do it. 

Mr. Pecx. Mr. Lane, we all know that it is difficult for a business 
with small capitalization to oe on equa] terms with a large com- 
bination. However, we also all realize that both the small and big 
business must and can get along together. My question to you, sir, 
is this: 

In your experience in the bakery industry have you found there 
to be anything about the bread-baking industry which makes it dif- 
ferent from other industries so that it is more vulnerable to what you 
have just mentioned, the contest between small capital and large 
capital? Is there anything that you feel is unique about the industry, 
sir, or is it like others? 

Mr. Lane. The only unique factor I can see is that you are mar- 
keting a very perishable commodity, and in marketing that you almost 
have to meals it on a consignment basis. 

(At this point in the proceedings, Senator Langer entered the 
hearing room.) 

Mr. Lome. That, I think, is the problem that is peculiar. 

Mr. Prox. Do you think it makes a real difference ? 

Mr. Lang. I think that does because then you see you have that 
problem of perishability. Maybe I can stand to pick up 1 or 2 loaves 
out of a store but I can’t bale a hundred in and take 50 back. 

Senator Kerauver. We are very glad that Senator Langer has 
come in. Senator Langer, we want you to come up here on the dais. 

Senator Lancer. If you don’t mind, I will sit down here, Senator. 
I like to be close to the witness. 

Mr. Cuvumpris. Senator, this is Mr. Lane who has been testifying. 
He is an independent wholesale baker who has been put out of busi- 
ness because of this particular problem. 

Senator Lancer. All right, sir, you go right ahead. 

Senator Kerauver. Senator Langer has been good enough to come 
down and preside at the hearings this morning. Senator Langer is, 
of course, the former chairman of this subcommittee and he is tremen- 
dously interested in problems of small business. It is through his 
efforts that this committee is in existence. 

Senator Langer, Mr. Lane has just completed a story of the demise 
of a small successful baking business, which was caught between a big 
chainstore putting in its own bakery, the hard competition of large 
wholesale bakeries, and the demands of certain unions. 

Senator Lancer. I might say I am quite familiar with the situa- 
tion. Mr. Peter Chumbris has kept me well informed on it. 

I understand that you have to go to the floor to defend the TVA 
bill, Senator Kefauver. 

Discussion off the record.) 

Senator Keravver. All right, you proceed. I will be back as soon 
as I can. 

_ (At this point in the proceedings, Senator Kefauver left the hear- 
ing room. 
{r. Deoom. Are there any more questions of Mr. Lane? 
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Mr. Cuumpris. I have no further questions. 


lville Mr. Peck. I have none; no, sir. 

Mr. Drxon. Thank you, Mr. Lane. Our next witness, Senator 
$5 a Langer, is Mr. R. Norman Jordan, of the Jordan Bakers, Inc., of 
| Topeka, Kans. 
siness yenator Lanerr. Glad to have you with us, Mr. Jordan. 
com- 

d big STATEMENT OF R. NORMAN JORDAN, THE JORDAN BAKERS, INC., 

1, SIT, TOPEKA, KANS. 

there Mr. Dixon. Do you have a statement ? 

t dif- Mr. Jorpan: Yes; I have. 

it: you Senator Langer. Sit down, sir. 

large Mr. Jorpan. My name is R. Norman Jordan. I live in Topeka, 

ustry, Kans., and am vice president and one of the two principal stockhold- 
ers of the Jordan Bakers, Inc., a wholesale bakery. This bakery has 

» mar- been in operation in Topeka since 1911 and we make bread, rolls, 

ilmost and sweet rolls. We serve grocers, restaurants, and institutions on a 


wholesale basis in Topeka and other towns in 12 northeastern Kan- 
d the sas counties. 
In November of 1955 I was asked to appear along with Mr. Sam 
Alexander, of Topeka, and some other independent wholesalers of the 
Middle West before the select committee of the House. 


re that | At that time six of us in our business pointed out the many unfair 
loaves | practices which were being indulged in by large national wholesale 

hers in our various areas. We hoped that the committee, the Fed- 
er has | eral Trade Commission or some agency of the Government could help 
1e dais. us to attain some regulation of these national wholesalers in a way 
enator. that would reestablish fair competition and reasonable sales policies. 


ae We told the committee about the methods employed by the Ameri- 

ifying. can Bakeries Corp. with its bakery in North Kansas City, Mo., to 

f busi- break into the Topeka market which was already served by two local 
wholesale bakeries and one house-to-house operator who came in from 
Kansas City. This began in January of 1955. 


to come For the first 2 or 3 weeks this corporation could not get more than 
nger 18, a few small grocers to put this bread into the stores, so they gave away 
tremen- several thousand loaves of bread a week by putting it into private 
ugh his automobiles, by giving it to truckdrivers, by Salindion it to insti- 


‘ tutions, by meeting = after work or any other way they could to 
» demise get rid of the bread that they hauled to Topeka and could not sell. 


en a big After they were unable to get the grocers to handle their bread on a 
of large regular and practical basis, they began to select grocers in our area 

¥ based on size or character of the grocer, and offered either free bread, 
1e situa- free bread and cash, or some other inducement to get the bread on the 


bread rack in the stores. There were instances where every grocer 
he TVA | in Topeka was offered free bread for a week. 
Where this did not work many grocers were offered free bread for 
2 weeks. Some were offered Formica-topped checkout counters, and 
; as soon | many were offered considerable sums of cash. 
Mr. Dixon. How long did this take place, during what period of 
he hear- | time? You said this started in January. 
| Mr. Jorpan. It started in January. It is being continued what- 
| 8ver today is. 
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Mr. Dixon. The same general type of promotion ? 

Mr. Jorpan. The same general type of promotion; yes, sir. 

Mr. Dixon. Go ahead. 

Mr. Jorpan. I think I will be able to bring that out in this report. 

Mr. Dixon. Proceed. 

Mr. Jorpan. Another instance of how the national wholesale baker 
can ruin a market is exemplified by what American Bakeries Corp. 
did on the bids for business at Forbes Air Force Base in Topeka. In 
1954 bread was sold at this base at about $13 per hundred delivered to 
messhalls and commissary. When American came to Topeka this 
price was bid down to $9.94 per hundred pounds, then down to $8.53 
_ hundred pounds. American has to haul this bread 75 miles from 

orth Kansas City to Topeka, then 7 miles out to the Forbes Air 
Force Base. 

They were determined to get the Air Force base volume and cut the 
local bakers out of that volume, although anyone familiar with our 
business knows that no profit, only loss, can be the result of such 
prices. 

Mr. Drxon. You would have lost money at 9 cents a loaf wholesale 
for bread ? 

Mr. Jorpan. We certainly would. 

Mr. Dixon. And you would have lost more money at 8.5 cents whole- 
sale for bread ? 

Mr. Jorpan. That’s correct. 

Mr. Dixon. You think you are efficient ? 

Mr. Jorpan. We believe that we are efficient in the operation of a 
wholesale bakery of the size that we have and as efficient as other 
wholesale bakeries in our area. 

Mr. Dixon. They had to haul it a considerable distance. 

Mr. Jorpan. Yes; they had to haul it a total of about 82 or 83 miles, 
with two stops. 

Mr. Dixon. We have heard testimony to the effect that approxi- 
mately 1 cent per pound would be involved if you hauled bread 60 to 
70 miles. 

Mr. Jorpan. Well, I would think it certainly would with the pres- 
ent scale that you pay a salesman and transport drivers, the cost of 
operating a truck; yes. 

Mr. Drxon. All right. 

Senator Lancer. You have been in business since 1911 ? 

Mr. Jorpan. 1911; yes, sir. 

Mr. Drxon. So it is your opinion that they sold that bread to this 
Government installation at a loss ? 

Mr. Jorvan. It is my opinion that they sold this bread at a loss to 
get the volume; yes. 

Mr. Dixon. Go ahead. 

Mr. Jorpan. The Air Force personnel can buy 1-pound loaves of 
bread for 10 cents a loaf when the same bread in city grocery stores 
costs 19 or 20 cents per loaf. The Air Force wives buy it not only for 
themselves but for their neighbors. 

Mr. Cuumpris. Excuse me. You said they sold bread at a loss to 
get the volume? 

Mr. Jorpan. Right. 

Mr. Cuumeris. You mean that you had become accepted by the pub- | 
lic in that particular area? 
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Mr. Jorpan. Yes. 

Mr. Cuumpris. And they worked their way into that particular 
area, is that it? 

Mr. Jorpan. Yes. In April, May, and June of 1956 American bid 
this 1-pound loaf of sliced bread down to $8.17 per hundred pounds 
delivered to the Air Force base. This, we believe, was because the 
Topeka Bakers and a national wholesale baker with a bakery in Em- 
poria, Kans., put in bids to try to get this volume from American. It 
was then, and certainly is now, impossible to bake bread, slice and 
wrap it, and deliver it to an Air Force base or anyplace else at such 
ridiculously low figures. It can result only in loss to secure volume 
and to undercut some competitor. 

The large national wholesalers will say that they can make and sell 
bread and rolls much cheaper than similar smaller bakers and inde- 
pendent wholesalers. 

This is not based on facts. We have a cost system which carefully 
compares our costs with other wholesale bakers, large and smaller, and 
such figures indicate that these national wholesalers cannot produce 
1 pound of bread for as much as one-half cent per loaf per pound less 
than our own production. The advantage that the national whole- 
saler has is that it can make some profit in most of its bakeries and 
can use that profit to engage in destructive practices in certain areas 
where the corporation is determined to invade the market regardless 
of need or cost. 

The independent in that market is in a pretty unfavorable position 
because he has only one bakery from which to draw his profit, and if 
the national wholesalers concentrate on him, he will either operate at 
no profit or a loss for so long as his finances permit. Then eventually 
close his doors or sell out at the best price he can get. 

These malpractices were reported to the Kansas City office of the 
Federal Trade Commission, to the Chicago office and to Washington. 

Mr. Drxon. When? 

Mr. Jorpan. In 1955, 1956 and 1957 and 1958. 

Mr. Drxon. That is some time ago. 

Mr. Jorpan. We have a file of correspondence, directed to these 
FTC offices that must weigh 6 pounds. We reported to FTC investi- 
gators many of the questionable practices in which American Bakeries 
Corp. and Continental Bakeries were engaged. Finally one investi- 

ator came to Topeka and saw a few of the grocers whom we had listed 

orhim. Most of the grocers we listed—— 

Mr. Dixon. When, sir? 

Mr. Jorpan. Sir? 

Mr. Drxon. When did they finally send someone, do you remember? 

Mr. Jorpan. During I think it was April or May of 1955, the first 
time. 

(Discussion off the record.) 

Mr. Jorpan. Most of the grocers we listed and felt he should see 
were not contacted. We suppose that this man did not have time or 
was not sufficiently interested. At any rate he reported later that 
he could not find out much. We went into such unfair competitive 
activities with the FTC again, and they eventually sent another man 
to see some of the grocers listed. He too seemed unable to find out 
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anything. Perhaps these investigators do not have enough time or 
enough authority or perhaps they don’t have the right approach. 

We realize that the grocers who accept free bread for 2 weeks or 
more or accept money or rebates probably do not choose to discuss these 
things with an FTC man, because they are afraid that they are guilty 
of some offense or they don’t want to let down the baker who makes 
the offer or they don’t want the revenue department to get interested. 
In November of 1956 we gave to the Kansas City office of the FTC a 
list of grocers where we showed what our sales were in 1954 and what 
the resulting decline amounted to in 1956 after American Bakeries 
Corp. succeeded in securing some sales and display space in these 
stores. 

I don’t remember whether an investigator ever followed up on this 
because by that time we were convinced that nothing probably would 
come from our complaints tothe FTC. In one letter from the FTC it 
was stated that some of the unfair trade practices about which we had 
complained were found to be one shot competitive events. If that is 
so, then the one shot has lasted 4.5 years, because American Bakeries 
is still offering money, free bread, discounts, and the same things they 
started in January of 1955. 

Mr. Drxon. To the same people or new outlets? 

Mr. Jorpan. Well, I suppose that there are new people making the 
offers because the same people are not there. 

Mr. Doman. I don’t mean the people. I mean to the same grocery 
stores ¢ 

Mr. Jorpan. Yes, they have offered I am sure some of the same 
grocery stores another deal or another round of opportunities. 

Mr. Drxon. In other words, a promotion is a promotion, but when 
it goes on for a length of time, it is a price concession, a discount, @ 
discrimination ? 

Mr. Jorvan. Iam sure that is correct. 

Mr. Dixon. Your testimony ig to the effect that store A was offered 
free bread ? 

Mr. Jorpan. Yes. 

Mr. Drxon. That was in 1955. They have been offered free bread 
again subsequent to that period of time? 

Mr. Jorpan. We believe that is correct. 

Mr. Drxon. All right, sir. 

Mr. Jorpan. We have discontinued trying to get any help from the 
FTC because they advised us in June of 1957 that they were unable to 
oo any facts of violation so no more proceedings were contem- 

ated. 

- We did find, however, that for a 3- or 4-month period after each 
half-hearted investigation that the questionable practices were re- 
duced until it was apparent that the coast was clear again. 

We have several indications of unfair competitive offers from Amer- 
ican Bakeries Corp. and from Continental Baking Co. in the last few 
weeks, in Manhattan, Kans., Havensville, Kans., and in Topeka. It 
is actually impossible for us as independent wholesale bakers to go to 
most of these grocers and get the kind of evidence that the Federal 
Trade Commission needs. We are, however, attaching to this state- 
ment a listing of recent occasions of what we call unfair trade prac- 
tices indulged in by national wholesale bakers. 
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If the FTC would at least take such events up with the managers of 
the bakeries involved, it probably would retard for a while some of 
these activities. 

Mr. Dixon. Do you have any reason to believe that they have not 
done that, sir? 

Mr. Jorpan. I don’t have any reason to believe that they have done 
anything. By the Federal Trade Commission’s own statements, it 
has had complaints from other independent bakers all over the United 
States regarding the heavyhanded methods used by the national whole- 
——* to cut down and restrain competition from smaller inde- 

endents. 
If enough pressure is brought to bear on the national headquarters 
of these groups, and on the individual managers of the bakeries, we 
believe that the lot of the independent wholesaler could be improved. 
Since this committee has the express purpose of attempting to help 
the independent wholesale bakers to stay in business, it seems to me 
pertinent to bring out the other major threat to independent whole- 
salers. Equally as difficult to compete with are the chainstore bakers. 

In the last several years, more and more chain grocers over the 
United States are opening bakeries of their own so they can make a 
loss leader of the baked goods department. 

In Topeka, we have baked goods in stores produced in chainstore 
bakeries that are located in Kansas City, Wichita Kans., and St. 
Joseph, Mo. All of the bread and rolls produced in these bakeries and 
sold in their grocery stores is sold at a regular price that is less than 
the wholesale price of the regular wholesale baker. 

Mr. Cuumerts. Could you name the chainstores in that area ? 

Mr. Jorpan. The chainstores that operate in our area are Safeway 
and A. & P. of the large chain operators. 

Mr. Cuumpris. How about Kroger? Does that operate there? 

Mr. Jorpan. Kroger was in our area but has either closed its stores 
or has sold to another local chain operator. There are two voluntary 
chains in our area, both of which have wholesale bakeries that offer 
the same competition. They are the Beatty Bakery Co. of St. Joseph, 
Mo., and the Fleming Co. with headquarters in Topeka. 

In Topeka there are stores owned and operated by the large chain 
grocers and most of the rest of the volume stores are affiliated with 
one of the two voluntary chain grocers. The chain grocers and the 
voluntary chain grocers all have bakeries of their own. 

In Topeka, we estimate that almost 60 percent of the white bread 
sold in grocery stores is sold at a price of two 1-pound loaves of 
bread for 27 cents retail. That compares with the regular whole- 
sale price of bread made by the wholesale bakers of 17 cents for a 17- 
ounce loaf of bread. 

This loaf retails at 20 cents per loaf. 

So there is a spread of 6.5 cents between the retail price of one 
loaf and the other. Naturally, the amount of bread sold by the regu- 
lar wholesalers is reduced materially because, even if the chainstore 
bakery bread is not very good, it will replace the regular advertised 
brands because of the much cheaper price. 

The chainstore bakers apparently do not expect to make a profit 
from baked goods. They use their cheap-priced baked goods to being 
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volume to the stores and no doubt make up in other departments of 
food distribution the losses they sustain in the bakeries. 

This is an unfortunate situation for us who have only baked goods 
to produce and sell in order to maintain our businesses. 

Mr. Drxon. Do you think the chainstores are losing money at two 
for 27 cents for a pound loaf of bread ? 

Mr. Jorpan. I believe they are losing money at that price, yes. 

Mr. Drxon. In other words, you could not bake bread, and even 
without delivery costs, sell it for two loaves for 27 cents? 

Mr. Jorpan. Since about a year ago we have been compelled to of- 
fer to the other grocers a secondary loaf of bread which weighs 15 
ounces, baked, and which we sell at 13.5 cents per pound, wholesale, 
which, of course, is exactly the price that the chain operators are 
getting for it at retail. 

‘ Our own figures indicate that we certainly are not making money 
rom it. 

Mr. Drxon. Do you have additional route expenses perhaps that 
they don’t have? 

Mr. Jorpan. We do. 

Mr. Drxon. At least, you can’t make any money ? 

Mr. Jorpan. We can’t make any money, and I will bring out here, 
I believe, in answer to your question when we asked the operators of 
the chainstore groups why they feel there should be such a large 
spread between their retail prices and our retail prices, they usually 
blame it on another chainstore group or suggest that we run our busi- 
ness and they will run their business. We agree that they can make 
bread and rolls somewhat cheaper if they expect no profit from this 
part of their business, and they can get the baked goods to the stores 
somewhat cheaper because they simply deliver the goods to the stores 
along with other produce and products, and the people in the stores 
put it on the display racks and have to absorb any losses from stales 
or incorrect ordering. ‘ 

It is very difficult for most wholesale bakers to do anything other 
than suggest that the chainstore bakery products are sold too cheaply, 
because the chainstores, whether national or voluntary, are both our 
customers and our competitors. 

We need, of course, to sell to these stores as much of our baked 
products as they will let us put on display. 

Mr. Cuumpris. Yesterday, Mr. Lange, representing the American 
Bakers Cooperative, Inc. of New Jersey, made this statement to the 
subcommittee. He said: 

The question then arises, and I think might be well worth while looking into 
by your committee: 

Question. Are the chainstore bakeries through their chainstore outlets selling 
bread below cost or without profit? 

And that seems to be your point. 

Mr. Jorpan. That is my contention. 

Mr. Cuumeris. Using that bread as a loss leader to bring in 
customers ¢ 

Mr. Jorpan. Right. 

Mr. Cuumpris. They can make it up on the other sales that they 
make to their customers in their chainstores ? 

Mr. Jorpan. I believe that is true. 
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Mr. Dixon. Before these hearings are over, perhaps we can answer 
that question. 

Mr. Jorvan. I hope that somebody can answer that question. 

To protect their own bakery-produced products they usually allow 
each regular wholesaler to put in only so much of each variety. This 
naturally limits the amount of bread sold by the regular wholesale 
baker regardless of the demand he may have deveoped for his 
products, 

In some areas the chainstore baker wants only a 2-cent differential 
between the retail price of his standard white loaf of bread and that 
sold by the regular wholesale baker. In our area, however, the spread 
runs 6.5 cents in most instances, and in some cases as much as 9 cents. 

Mr. Drxon. The 6.5-cent spread is between a 16-ounce loaf of bread 
and a 17-ounce loaf of bread ? 

Mr. Jorpan. Yes; and it is, of course, the difference between the 
1-pound loaf of bread featured by the chain grocery baker and the 
advertised high quality loaf of bread made by the regular wholesale 
baker. 

Mr. Drxon. Whether by you or by one of the large multiplant 
wholesale bakeries ¢ 

Mr. Jorpan. Yes; that is true. Because on these advertised brands 
of various types it develops that most wholesale bakers usually end 
up with about the same wholesale price to the grocer. 

It is impossible for us to determine how much the chain grocer or 
baker loses on his baked goods production and sales, but every whole- 
sale baker knows that the chamstore baker cannot make any profit 
with a spread of as much between their retail prices and the prices of 
the regular wholesaler as sold in the grocery stores. 

I have no idea as to what remedies there can be for this continually 
increasing threat to the independent wholesale baker. I am only sure 
that so long as the chainstore bakers make a football out of the baked 
goods department, we are fighting another losing battle. 

Mr. Dixon. You mention the baked goods department. Are they 
making a football out of bread and not the other products or are they 
in your area making a football out of the whole line of baked goods 
products ? 

Mr. Jorpan. I think I have the answer in the next paragraph. 

Mr. Dixon. Go ahead, sir. 

Mr. Jorpan. It does seem reasonable that each department of the 
chain grocers’ operation should stand on its own and return some 
money for the investment. That is the only way an independent 
baker can continue to operate and progress. We have noticed an in- 
creased tendency in the past few months of the chain grocer groups 
in which they would pick out weekends and holidays when the Sciabe 
goods sales should be better and they will put on a special of rolls or 
cakes or bread at prices that are much under the costs of production, 
not including distribution or grocery profit. This in our market has 
applied to sandwich rolls, to hotdog buns, to angelfood cakes, to 
sweet goods, and some other items that might have popular appeal 
at the time. 

Mr. Cuumprtis. Mr. Jordan, while you are talking about the low 
price of bakery goods, Senator Langer and I were discussing yester- 
day a price of 69 cents for half a gallon of ice cream that has been 
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inaugurated within the last 2 or 3 weeks in the different chainstores, 
and how an independent ice cream manufacturer really has to reduce 
his price to $1.50 a gallon at a special sale to meet the competitive 
market in ice cream. 

Mr. Jorpan. Yes. 

Mr. Cuumeris. So it indicates that perhaps they are going beyond 
just the bakery products and going into other products. 

Mr. Jorpan. I am sure from our experience in our area that the 
primary footballs have been dairy products and bakery goods. 

Mr. Drxon. Mr. Jordan, I understand it to be against the law to 
sell anything beneath cost. Is it your opinion that these lines of 
bakery products that are bein oak by the chainstores in your area 
are being sold at various times Ceateth cost? Is that your opinion ? 

Mr. Jorpan. I believe that they would be regarded as selling these 
products beneath cost. However, I recognize fully that there are 
many methods of accounting, and probably they could develop a 
method of accounting which would show that such products were not 
sold below cost because maybe they would load one cost onto one 
department and some other cost on another department in a way 
that if they were challenged might indicate that they were not below 
cost. 

Mr. Dixon. Mr. Jordan, I will assure you if they are properly 
challenegd, I don’t care how they do it, the truth will out. If you 
are as efficient as they are, if 10 other bakers are as efficient as they 
are, if a national multiplant baker is as efficient as a chainstore is, 
when that evidence is laid beside their cost, the facts are quite per- 
suasive. And I will assure you that that could be determined. 

Mr. Jorpan. Well, I am confident that it could be determined. 

Mr. Drxon. You just have not been successful up to this point? 

Mr. Jorpan. Up to this point it has been quite unsuccessful. 

Mr. Drxon. Yes, sir. 

Mr. Jorpan. When these occasions arise, the market is ruined for 
baked goods of a similar kind as made by the regular wholesale 
baker. The chain grocery operators laugh it off and say, “Well, 
all the chainstores are doing the same thing.” 

We cannot compete with that type of selling. Fervently, I hope 
that the hearings before this committee can accomplish something 
that will be beneficial to the independent wholesale bakers. You al- 
ready know how our numbers are diminishing. Up to now I cannot 
say that any hearings, investigations, or pleas from us have amounted 
to anything in the way of relief. 

I guess that is why most of us have sort of given up trying to get 
some help. Ours is an unhealthy situation, but if we sour have 
some reestablishment of honorable competition and price in this fine 
eae I am sure that the independent wholesale baker can hold 
1is own. 

I am attaching a small listing of some of the most recent examples 
of malpractices in our area. Also, I am attaching one of the many 
letters I used to write to the Federal Trade Commission. 

I thoroughly appreciate the opportunity to give this report. 

Mr. Drxon. Mr. Jordan, will you make available to us your cor- 
respondence with the Federal Trade Commission ? 
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Mr. Jorpan. Yes; when I get back to Topeka. 

Mr. Drxon. All right, sir. 

Right at the end of your statement, I heard you say that some of 
these chainstores indicated to you that some of these practices were to 
meet conditions in the area. Is it your neenent that they are 
saying they have to do these things to be competitive 

r. JORDAN. Yes. 

That is, competitive with each other, primarily. 

Mr. Dixon. We are having a great deal of trouble finding out who 
does these things first, Mr. Jordan. Since the Standard Oil of Indiana 
case was decided by the Supreme Court, it is a defense to this ty 
of gobbledygook that you are talking about, whichever way you de- 
scribe it, if a man can show that he is in good faith when he engages 
one of these practices. Now, we have a great deal of trouble finding 
out who is the first to institute these practices. 

Mr. Jorpan. Yes. 

Mr. Dixon. Do you find that same condition to exist in your area 
when you try to find out whose price they are meeting? Can you 
tell which chain does these things first ? 

Mr. Jorpan. I would say in our area that it possibly is somewhat 
apparent to us as to who would initiate certain things. It certainly is 
not difficult in recent months to put your finger on who cuts the price 
of one item for the weekend and so forth. Now, that probably is 
something that is difficult to challenge. But we do find that it isn’t too 
hard to determine which one of the chainstore bakers refused to raise 
the price. 

r. Drxon. I was going to come to the bakers next. 

Mr. Jorpan. Yes. 

Mr. Dixon. I may have misled you. I was talking about chain 
grocery stores first. 

Mr. Jorpan. Yes. 

Mr. Drxon. Which of the chain grocery stores is creating this con- 
dition that the other chain grocery stores say they are meeting? 

Mr. Jorpan. Well, if my memory is correct, in our area the Beatty 
Grocery of St. Joe was one that particularly instigated this extremely 
cheap price of bread in our area and that took place so long ago I am 
not able to tell you exactly when it was. 

Mr. Dixon. And then the others meet it, is that it ? 

Mr. Jorpan. Right. 

Mr. Dixon. And has it changed from time to time or has the price 
been stable since that original 

Mr. Jorpan. No; it has been increased some because it used to be 
10 cents, two for 19, and it is now up to 14 cents, two for 27. 

Mr. Drxon. Who led the way up? 

Mr. Jorpan. I don’t know. They apparently all came to a con- 
clusion at about the same time. 

Mr. Drxon. Let’s go to the large wholesale baker. You described 
the entry of the American Bakeries Co. into your area. Is it your 
testimony that the American Bakeries Co., when it came into your 
area, introduced these practices in the name of promotion—or what- 


ever they were in the name of—of cutting prices? Is that your 
testimony ? 
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Mr. Jorpan. I maintain that most of these practices about which we 
have explained were not prevalent in the Topeka marketing area until 
American Bakeries came into Topeka in January of 1955. 

Mr. Cuumprtis. Was that their first entry into your market? 

Mr. Jorpan. Into our immediate market. 

Mr. Dixon. Now, either in the name of promotion or in the name 
of offering discounts, rebates, or different prices to different customers, 
it is your testimony that American Bakeries Co. was the intial mover 
of this practice? 

Mr. Jorpan. Well, they certainly were the initial mover in the city 
of Topeka because neither Continental nor Interstate nor Campbell 
Taggart are in our market to any extent. 

ar. Drxon. They are there, though. 

Mr. Jorpan. Continental is there selling cakes and some of their 
Profile bread. Interstate is not in the market and has not been for 
many, many years, and Campbell Taggart does not come into Topeka, 
although they are within a very short distance of Topeka, and we 
compete with them both on the north and the south of the Topeka 
area. 

Mr. Drxon. But the conditions you are talking about are in the 
Topeka market? 

Mr. Jorpan. So far as the instigation of these practices by the 
American Bakeries Corp. 

Mr. Drxon. Do you run into these practices when you go into 
markets other than Topeka? 

Mr. Jorpan. Yes. 

Mr. Dixon. Do you know whois the instigator there? 

Mr. Jorpan. I think they vie for the opportunity in some of the 
markets. 

Mr. Drxon. In other words, you find the large multiplant wholesale 
baker generally engaging in these practices, whichever market you 

0 into? ° 
Mr. Jorpan. We find that the competitive practices are more often 
engaged in by these wholesalers, these national wholesalers in those 
areas where they operate, and particularly when they are trying to 
break into a new area of operation in which we have been for years. 

Mr. Drxon. Are you now making a profit in your operation ? 

Mr. Jorpan. We are still making a small profit in our operation. 

Mr. Dixon. Are you making up whatever losses you must be in- 
curring in your bread operation from the higher profit that you get 
from your other lines? 

Mr. Jorpan. We still make, I believe, some money out of the bread 
which we sell at 17 cents wholesale, and that is for a 17-ounce loaf of 
bread, and some of the variety breads that we make, and out of some 
of the rolls—buns and sweet rolls which we produce. 

Those are all products which we have to make and try to sell to 
maintain enough volume to operate our bakery and to keep enough 
volume going through each of these wholesale trucks to make it worth 
while to operate the truck and to pay the wage of the salesman who 
operates that truck. 

In other words, if we do not go into a diversity of products, we 
would not have enough volume left on this cheap bread and standard 
bread for us to economically operate our bakery or to keep an in- 
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terested group of salesmen competing in the market against other in- 
dependent wholesalers of which there is one left, and he is with me 
today, and the other national wholesalers in our market. 

Mr. Drxon. You say there is one left. Have any gone out of busi- 
ness recently in your area? 

Mr. JorDANn. ts our immediate area there have not been any go out 
of business recently because we were the only two in that area for quite 
a number of years. In the State of Kansas there have been several 
that have either sold out or given up; yes. 

Mr. Dixon. Do you think they sold out and gave up because of the 
practices that you are complaining of ? 

Mr. Jorpan. ‘The total practices about which I have complained; 

es. 
Mr. Dixon. Your story, as to your efforts to get some relief through 
the Federal Trade Commission, is a pretty pointed story. Did the 
Federal Trade Commission ever write you a letter and tell you that 
your congue was being filed and they were not going to do anything 
about it ? 

Mr. Jorpan. Yes; I have that letter with me. 

Mr. Drxon. They finally told you that they were not going to 
proceed ? 

Mr. Jorpan. I think that was in 1957. 

Mr. Drxon. In other words, on your original complaint, as far back 
as 1955, sir? 

Mr. Jorpan. Yes. 

Mr. Drxon. And since 1957, have you complained to them again ? 

Mr. Jorpan. Yes. 

Mr. Drxon. Is that complaint still active, so far as you know? 

Mr. Jorvan. I have no idea. I mean it is active as far as I am con- 
cerned. I don’t know whether it is active as far as the Federal Trade 
Commission is concerned. 

Mr. Drxon. Mr. Chairman, what the witness has testified to is a 
part of these proceedings and of this day’s transcript. The transcript 
will be sent to the Federal Trade Commission. I think that what 
Mr. Jordan has said is a rather serious accusation. He is saying that 
in his opinion things have been done for the apparent purpose of tak- 
ing over the market that he isin. He has alleged that national multi- 
plant bakers are selling beneath cost. He has alleged that chain- 
stores are selling beneath cost. I think certainly that we ought to 
determine from the Federal Trade Commission what they are going 
to do about this situation. 

Senator Lancer. We will call in one of the Federal Trade Commis- 
sion men when the proper time comes, show him the testimony, and 
let him reply to it. 

Mr. Drxon. We certainly will. Thank you, sir. 

Mr. Cuumpris. Mr. Chairman, Mr. Burger, who is sitting on your 
right, just advised me that when these unfair practices as brought up 
by Mr. Jordan were going on in the Topeka area, he flooded the Senate 
Small Business Committee with complaints. 

Mr. Burcer (George J. Burger, vice president, legislative activities, 
National Federation of Independent Business). Similar complaints 
from Kansas, Missouri, and other areas came to me from that area on 
this bread situation. 
35621—59—pt. 1228 
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Mr. Drxon. Have any complaints ever been filed by the Federal 
Trade Commission ? 

Mr. Bureer. I think, as near as I can remember, that there was 
some communication between the small businessmen affected in the 
Missouri and Kansas area with the office of the Federal Trade Com- 
mission in Chicago. Apparently there wasn’t any action taken in 
Chicago by the Federal Trade ‘enenaialian as near as I recall, and 
it was not at all satisfactory to the injured people in those areas. I 
do know some of the reports that came in. I’m trusting to memory. 
there were calls made on the house. I think a bonus or a 25-cent 

iece was left with a card, or something of the sort, to go and buy this 
oaf of bread. Am I right or wrong? 

Mr. Jorpan. That’s right. 

Mr. Burocer. And I think some of the other accusations were that 
they go into a small grocery and they would oppose putting bread in 
on consignment. Is that right or wrong? 

Mr. Jorpan. Well, it isn’t cusapleasly right. It wasn’t consign- 
ment. It was given to them. 

Mr. Burerr. Some hundred loaves or some other thing like that 
was given to them, I think. 

Mr. Jorpan. Up toa month’s free bread. 

Mr. Burgcer. That’s right. All that material, Mr. Dixon, was 
turned over to the Senate Small Business Committee at least 2 years 
ago. 

Mr. Drxon. I remember that. I have read that record, but I am 
interested in what the Federal Trade Commission—— 

Mr. Bureer. Apparently from what they told me in those areas, 
they were very much dissatisfied with the action coming out of Chicago 
with the Federal Trade Commission. 

Senator Langer. Let’s get the head of the Chicago office of the 
Federal Trade Commission to come down here. 

Mr. Dixon. We can certainly find out from the investigation depart- 
ment who is on top of this case at the Federal Trade Commission. It 
is their responsibility, as to the status of this situation. 

Senator Lancer. Let’s get the head man in Chicago of the Federal 
Trade Commission, the man in charge. 

Mr. Dixon. Senator, the man technically in charge of this case is 
called the Chief of the Investigation Division. He has charge of a 
number of divisions, but he is the responsible official and he is in 
Washington. In other words, the man in Chicago works for him. 
You want the man who is in charge. He is here in Washington, sir. 

Senator Lancer. Mr. Burger says the complaints were filed in 
Chicago. 

Mr. Burcer. That is where the contacts were, and as near as I can 
recall, they were sending down a representative from the Federal 
Trade Commission in Chicago to the Topeka area and the Missouri 
area. 

Mr. Dixon. I am just trying to make it plain to you how they work, 
as I understand it. 

Senator Lanarr. I understand how they work but I would like to 
hear from the Chicago man. He must have made a recommendation. 
Let’s find out what he did. 

Mr. Drxon. That will be right here, sir. 
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Senator Lanorr. All right. 
Mr. Peck. Mr. Chairman, I would like to ask one question of Mr. 


Jordan. 


You have mentioned, sir, two activities or situations which you 
refer to as threats, the rather flamboyant pricing practices of certain 
nationwide chains and also the chainstore-owned bakeries. 

Mr. Jorpan. Yes. 

Mr. Pecs. Mr. Jordan, do you feel that there is, or do you know or 
suspect that there may be, any connection between the two? 

Mr. Jorpan. I actually have no knowledge of connection because I 
don’t know a thing about it. 

Mr. Peck. Have these two situations developed at the same time? 

Mr. Jorpan. Well, I think they are developing at the same time. 
I don’t know whether they are—— 

Mr. Peck. Did one exist before the other? 

Mr. Jorpan. This chainstore bakery practice of offering bread in 
particular at such ridiculous prices has existed even before the com- 
— which I have registered regarding the national wholesale 

akers. 

Mr. Peck. One other question, sir. Mr. Dixon questioned you at 
some length concerning the possibility of determining who was the 
initiator of a certain pricing practice. My question is this to you: 
When you are informed by a customer of yours that he has a lower 
offer which you must meet if you are to keep his business, is there any 
difficulty in determining who made that lower offer originally ? 

Mr. Jorpan. Usually you know those offers or those reports come 
primarily from your salesman who calls on the grocer. He brings it 
to our sales manager, who in turn reports it to my brother orme. By 
the time that our sales manager or our salesman goes back to check up 
on this report, often the grocer has become indefinite, because perhaps 
he thought it was unwise to have mentioned it in the first place. 

But in order to get us to meet that situation, he had to say, “Now 
here is essentially the deal I have. Can you take care of it? And 
more often than not we can’t, so we go to get additional information 
and what is the offer and who made it. 

It isn’t too difficult for us to find that out in the first instance. But, 
as I point out, and I know, it is pretty difficult sometimes for someone 
outside to come in and get that statement, particularly if you ask for 
it in the form of an affidavit from this grocer who made the statement. 

We are in the position that we can’t very well go to one of our good 
customers and say: “You remember what you said yesterday. Now 
I want you to sign that, because the FTC says they have to have an 
affidavit to that effect.” 

It can’t be done. It can in certain instances, I presume. But it is 
a pretty difficult thing. That makes us not only the accuser, but the 
investigator and the factfinder, and that leaves then somebody else to 
be the judge on the deal, and I don’t think we have even got a judge 
up until now. 

Mr. Peck. Thank you, sir. 

Thank you, Mr. Chairman. 

Mr. Kirrrre. Mr. Chairman, I would like to ask a few questions. 

Senator Langer. Proceed. 
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Mr. Krrrrm. We had testimony here before, that the real stiff com- 
petition that the small wholesaler is now facing started after the war 
primarily. What time, would you say, did this competition, from the 
national wholesaler, start? I mean the real stiff competition. 

Mr. Jorpan. Well, the stiffer competition which we have encoun- 
tered started in January of 1955. 

Mr. Krrrrim. Until that time you had not felt any ? 

Mr. Jorpan. Oh, it would be isolated and not as aggravated prob- 
ably. 

Mr. Krrrrie. Now you say that last year you still made some money. 

Mr. Jorpan. Yes. 

Mr. Krrrrie. Could you tell us what percentage of sales your profits 
were ¢ 

Mr. Jorpan. Well, last year they were a little over 114 percent. 

Mr. Kirrrie. A little over 114 percent? 

Mr. Jorpan. Right. 

Mr. Kirrrre. What would you consider a reasonable profit ? 

Mr. Jorpan. I think for our type of business that a reasonable profit 
on total volume of sales certainly should be from 4 to 6 percent at 
least, because we are in a very competitive type of business that re- 
quires a large investment, and an extremely high labor cost, and we 
believe that if you don’t make 4 to 6 percent on your sales, you are 
headed for quite a little trouble. 

Mr. Kirrriz. Now you say about 4 to 6 percent of sales? 

Mr. Jorpan. Yes. 

Mr. Kirrrm. We had testimony by Quality Bakers of America, 
which is a cooperative. 

Mr. Jorpan. Yes, and to which we belong. 

Mr. Kirrrre. The average of Quality Bakers is about 4.35 percent 
of sales, which is fairly high for the industry. On the other hand, we 
find that some of your major competitors, that is, thosé national 
bakers which are selling bread for less than you are, are getting a 
percent of profits per sale much lower than the average of Quality 
Bakers. General Bakers, which is the second largest in sales among 
the national wholesalers, are getting a percent profit of 1.7. Now 
when General testified here, they testified that in 1958 their profit was 
1.7 of sales. In 1948 it was 4.2 of sales, which means that from 1948 
to 1958 they went down from 4.2 to 1.7. 

What I am really curious about is this: Is it possible that the per- 
cent of profit of the national wholesalers is low due to the fact that 
they are losing in many markets where they are trying to compete? 
Is it possible that due to this stiffening competition between 1948 and 
1958, their profit has gone down, because while they are making 
profit . some markets, they are selling lower and losing in many 
others ? 

Mr. Jorpan. I think it is entirely probable because that’s exactly 
the situation in which we are to meet that type of competition. Our 
profit has gone down in the same relative position. 

Mr. Kirrri. You don’t really believe that General could go on for 
a long time just getting a profit of 1.7 and be happy with it? 

Mr. Jorpan. I am confident that they couldn’t, either that General 
or the shareholders would be happy. 
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Mr. Pecx. Do you believe then perhaps that the entire bread baking 
industry is a sick one? 

Mr. Drxon. Do you ask that question in view of the profits that have 
been put in the record here? 

Mr. Prcx. I was just looking at these. 

Mr. Jorpan. I don’t know about the entire bread business. I am 
confident from the published profit reports of some of the national 
wholesalers that theirs is not as healthy as I think it should be. There 
are others such as Campbell Taggart and Interstate that certainly 
are doing a good job of making a profit, and in our area Interstate 
Bakeries has been cooperative and as nice competition as anybody 
could desire. 

Mr. Kirrrm. Thank you, Mr. Chairman, 

Senator Lancer. Any further questions? 

Mr. Dixon. That is all, Mr. Chairman. 

i be have another witness from Topeka, Kans., and one from ..e- 
raska, 

Will Mr. Alexander come forward? Do you have a prepared state- 
ment too, sir? 

Mr. ALexanper. Yes, sir; I do. 

Mr. Dixon. How long is it, sir? 






STATEMENT OF S, K. ALEXANDER, JR., ALEXANDER BROS. BAKING 
C0., TOPEKA, KANS. 


Mr. Atexanper. About six pages, sir. 

Mr. Dixon. It is a six page statement, Senator. It is now 12 o’clock. 
We have one other witness besides this witness. We will suit your 
pleasure. 

Senator Lancer. We will hear him. 

Mr. Atexanprr. My name is S. K. Alexander, Jr. I am a partner 
in the Alexander Bros. Baking Co., sane Kan. 

Mr. Dixon. Will you speak up loudly, sir? 

Mr. Auexanper. Yes, sir. Our bakery was founded in 1907 and 
operates as a wholesale bakery distributing bread and rolls to grocery 
stores and restaurants within a radius of 50 miles of Topeka. We 
operate 16 routes and in the baking industry our business would be 
described as a small wholesale operation. 

In 1955 I appeared before the Select Committee on Small Business 
in the House of Representatives and stated that the small independent 
baker was having difficulty competing with the large national baker. 

Our situation was not an isolated one because at that time there 
were many other independents in the Midwest who appeared before the 
committee with the same problem. 

I was referring specifically to our experience at that time with the 
American Bakeries Corp., one of the largest national chain bakeries. 
American Bakeries Corp., which operates about 80 plants, was at- 
tempting to establish their brand of bread in the Topeka market. 

Their Kansas City, Mo., plant was supplying the bread for their 
Topeka operation. Their approach to getting business was to offer 
the grocer free bread and/or cash as an inducement for the grocer 
to handle their products. That kind of approach was simply cutting 
the price of bread in order to establish themselves in the Topeka 
market. 


6466 ADMINISTERED PRICES 


I urged the Federal Trade Commisison to investigate our market 
in regard to this matter and furnished them with a long list of retail 
merchants who reported to me they had received such offers from 
American Bakeries. 

The Federal Trade Commission did investigate our market and 
concluded that on the basis of the facts developed in their investiga- 
tion, that further proceedings in the matter were not contemplated. 

I realize that it is difficult to obtain concrete evidence to substantiate 
such unfair practices because merchants who accept such offers of cash 
and free bread are reluctant to openly admit to an investigator that 
they accepted money from anyone. 

However, I do believe that a complete followup by the Federal 
Trade Commission on the list of names given to them would have 
shown evidence that discriminatory practices on the part of American 
Bakeries existed in our market. 

To eliminate such unfair trade practices in the industry, the Federal 
Trade Commission should investigate more thoroughly and should 
immediately enforce the penalties when violation of the law is evident. 

To permit these practices to continue will certainly weaken the 
independent and tend to monopolize the baking industry. The inde- 
pendent bakers can compete with fair competition, but when they are 
confronted with the expansion plans of the large national chains 
using discriminatory practices, they do not have the resources to match 
dollars when it comes to giving away cash and free bread. 

The practices I have described have continued in our market since 
1955. e receive temporary relief from this kind of competition 
during the time the Federal Trade Commission was investigating our 
market, but just as soon as the Federal agency was not observing our 
market, the same practices commenced again. 

Just recently American Bakeries Corp. made an attempt to estab- 
lish a route in a territory with very little sales potential. This terri- 
tory was being served by two independent bakers, our bakery being 
one of the independents. Grocers in this area reported to our sales- 
men that the American Bakery salesmen had again offered them free 
cakes and free bread if they would place American Bakeries’ products 
on the shelves of their stores. 

Mr. Drxon. For how long was the offer to run ? 

Mr. Avexanper. The offer was for 2 weeks. 

Mr. Drxon. For 2 weeks? 

Mr. ALtexanper. Two or three weeks, yes, sir. The offers were made 
for a 2-week period. In my opinion it would be impossible to make 
any money in the area I mentioned but the chain baker was still 
willing to give their products to the grocer in order to subtract volume 
from the independents involved. 

I am sure that if the large national chains had to rely on each of 
their individual plants to make a profit, much of these undesirable 
practices would cease. Individual plant performance and efficiency 
would eliminate the absurd approach to getting busines by essentially 
buying volume. 

nprofitable routes would have to be eliminated. And the ma- 
neuver of being able to sustain a loss for an indefinite period in one 
et in order to gain new volume would become much less of a 
threat. 
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The independent baker has the know-how to compete with anyone 
as far as plant efficiency, quality of products and service are concerned. 

But they cannot successfully defend their position when they are 
faced with competition from sources that can disregard profits for 
a long period of time in order to entrench their product in new 
markets. 

Continental Baking Co. for the past 3 years has been trying to 
establish their brand of bread in Manhattan, Kans. They are fur- 
nishing the Manhattan area with bread baked in their St. Joe, Mo., 
lant which is approximately 150 miles from Manhattan. The town 
is supplied by three independent bakers, each making a reasonable 
profit off of their routes operating in that town. 

During the last year Continental Baking Co. has had four men and 
a supervisor in Manhattan to operate two routes that probably would 
not exceed $600 total business. A feasible operation would demand 
at least $1,100 worth of business each week. An independent would 
have deserted the market after 6 or 8 months if they did not accom- 
plish their objective, that of establishing a profitable route. 

Continental is able to stay in the market only because they are 
subsidizing that area with the proceeds from their other plants. 

The independent baker will continue to lose precious volume to the 
large national chain baker as long as the chains can operate in this 
fashion. 

Mr. Dixon. Are you alleging that in that particular market Conti- 
nental is engaging in any practices that are unfair ? 

Mr. Atexanper. No, sir; I am not. 

Mr. Dixon. Your statement is just that they are not profitable? 

Mr. Avexanper. My statement is simply that it is not profitable 
and therefore it would be considered a ridiculous approach to obtain 
volume by staying in an area for 3 years with no business to support 
the amount of expense involved in maintaining that kind of an 
attempt. 

Mr. Drxon. You could not have stayed that long? 

Mr. Atexanper. I could not have; no,sir. I would not. 

Mr. Drxon. I understand. 

Mr, Auexanper. No; I was not referring to any discriminatory 
practices in that statement. 

Another very distressing fact that has been presented to this com- 
mittee several times by witnesses to date that is weakening the inde- 
pendent baker is the grocery chain baker, such as Safeway, Kroger, 
A. & P., and many other grocery chain bakers, 

The grocery chain bakers who control retail grocery outlets can 
undersell the wholesale baker by as much as 7 cents for a 1-pound 
loaf of bread. 

To demonstrate the type of competition which the independent 
baker must face in our territory, I ask you to consider the following: 

The independent bakers in Popeka sell bread at a wholesale price 
to the retailer of 17 cents for a 1-pound loaf. On this basis the 
retailer sells to the public at a price of 20 cents for a 1-pound loaf. 
The chain operators and other wholesale grocer bakers sell to the 
retailer on a basis which permit the retailer to sell two 1-pound loaves 
for 27 cents. 
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Mr. Drxon. Just to correct the record, the previous witness said 
ee bakers sold a 17-ounce loaf as against a 16-ounce 
oaf. 

Mr. Avexanver. It is a 17-ounce loaf. From all outward appear- 
ances there is no discernible difference between that and a pound loaf. 

It is 17 ounces; that is correct. 

Mr. Drxon. All right, sir. It costs more to bake a 17-ounce loaf of 
bread. 

Mr. Atexanper. Yes. 

Mr. Drxon. Than a 16-ounce loaf? 

Mr. Atexanper. Yes. The cost of production for the chain gro- 
cery bakers and the independent wholesale bakers must necessarily 
be practically the same. These chains and wholesale grocers are 
simply using low-priced bread as the loss leader to get people to 
come into the grocery store, and here it should be noted that the 
chains furnish all their grocery supplies to their own stores. Other 
wholesale grocers through contracts and otherwise force the retail 
grocer to purchase practically all of his grocery supplies from the 
wholesale grocer. 

Therefore, in order then for the retail dealer to obtain the low- 
priced bread, he must agree to buy practically all of his grocery sup- 
plies from the wholesale grocer. To aggravate the situation on 
weekends and holidays these concerns cut the price of bread to prac- 
tically nothing. For illustration, on the weekend of the 4th of July 
1959, they advertised and sold six Coney buns for 9 cents a package. 

Mr. Dixon. Who are “they” ? 

Mr. Avexanper. I am talking about the Fleming Grocery Co. 
which is no small operation. 

Mr. Drxon. Is it a supermarket ? 

Mr. Avexanper. They area wholesale grocery concern serving mem- 
ber IGA stores and do approximately $120 million worth of busi- 
nessa year. They sold six Coney-buns in a package for 9 cents whereas 
the standard retail price for buns furnished by the wholesale bakers 
was eight in a package for 26 cents. 

Mr. Drxon. Was the 9 cents a wholesale price? 

Mr. ALexanper. That was the retail price. That was the retail 
— of the Fleming Grocery Co. Bakery, Coney buns for that week- 
end. 

That was the retail, our standard retail for eight was 26 cents. 

Mr. Dixon. What was your wholesale price for that? 

Mr. Avexanper. 22.5. 

Mr. Drxon. They were selling retail at 9 cents against your whole- 
sale price? 

Mr. ALexanper. At 2214. 

From the above it must be apparent that small independent bakers 
cannot possibly exist with this type of competition. Some of these 
concerns have openly stated that they do not have to make a profit 
on the baking end of the business, that they intend to operate their 
bakeries as they see fit regardless of the economic effect on others. 

I think it is self-evident that these concerns are not primarily in 
the baking business to make a profit, but rather they use bread purel 
as a loss leader in obtaining grocery customers for their wholesale 
grocery business. 
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Mr. Drxon. I hate to interrupt you again, sir, but you used the 
expression, as did Mr. Jordan, of “loss leader.” 

Mr. ALtexanper. Yes. 

Mr. Drxon. Is it your opinion that 13.5 cents a loaf for bread is 
beneath their cost ? 

Mr. Atexanper. I have not that information available. I would 
suspicion that to be true. I don’t believe that anyone should be per- 
mitted to engage in any type of business and just break even. It is 
awfully tough to compete with somebody that just merely has to 
break even to stay in business. 

Mr. Drxon. But there is a difference between breaking even and 
selling at a loss? 

Mr. Atexannper. Yes; there is. 

Mr. Drxon. I am trying to establish that point. 

Mr. AtexaNper. That is true. I would certainly without reserva- 
tion say that selling six Coney buns at 9 cents a package was below 
cost. 

Mr. Drxon. Without reservation on that? 

Mr. AtexanperR. Yes. 

Mr. Drxon. But on the two loaves for 27 cents, which I assume 
1s—— 

Mr. Avexanper. I don’t know what they charge the grocery for it. 

Mr. Dixon. That is their bread, I would assume? 

Mr. Atexanper. Yes. 

Mr. Dixon. They are not charging anybody. They are selling 
something of their own. 

Mr. ALexanper. Well, no, they sell this bread to the grocer. The 
wholesale grocery bakers sell their bread at a price to their member 

ocers. ; 

"ae. Drxon. Let’s talk about that a bit. I understood Safeway 
was in this area. 

Mr. AtexAnper. Safeway is. 

Mr. Krrrrie. You are talking about IGA? 

Mr. Arexanper. Yes, I am referring to Fleming Grocery Co. and 
the Beatty Grocery Co. 

Mr. Drxon. All right, so they are in a sense a loosely bound co-op, 
Tassume, or an association. 

Mr. Atexanper. A voluntary chain. 

Mr. Dixon. A voluntary association ? 

Mr. Atexanper. I would say “Yes.” 

Mr. Dixon. And that group owns a bakery ? 

Mr. Avexanver. Right. 

Mr. Dixon. And each member buys from that bakery ? 

Mr. Atexanper. They buy from the wholesale grocery concern as 
they buy all of their other groceries. 

Mr. Dixon. The members can operate that bakery for the stated 
purpose of making a profit or of not making a profit; is that right? 

Mr. Avexanper. Sir, the members do not own the wholesale grocery 
company. They are merely tied in with the wholesale grocery com- 
pany in the Fleming instance. They are IGA stores who buy from 
the Fleming Grocery Co. who is the IGA grocery wholesaler in that 
area. 

Mr. Dixon. Who owns the Fleming Grocery Co. ? 
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Mr. Atexanver. The Fleming Grocery Co. is a corporation fairly 
closely held. 

They do have a number of stockholders, but the primary ownership 
is in the hands of a few. 

Mr. Drxon. But it is not in the hands of the IGA members? 

Mr. Avexanper. No, sir. 

Mr. Dixon. That is your point? 

Mr. Atexanper. That’s right. 

Mr. Drxon. And your point is that the Fleming Bakery ——— 

Mr. Avexanper. Yes. 

Mr. Dixon. Sells the bread to IGA ? 

— Aexanper. At a price which then permits them to sell it for 
2 for 27. 

Mr. Drxon. Do you know what that price is? 

Mr. Atexanper. I do not know for certain; no. I have heard and 
it has been told to me many times that it is 11 cents a loaf, 11 cents 
for a pound loaf. 

Mr. Dixon. Do they deliver it to these individual stores? 

Mr. Atexanper. Yes. They ship it in by trucks to these stores on a 
daily basis. 

r. Dixon. They would handle it in the same manner as you would 
have to handle it if you were serving the IGA stores? 

Mr. Atexanper. No. Certainly no commission routemen are in- 
volved. They are paying a transport driver an hourly wage scale to 
bring this merchandise to the stores. When they first went into the 
baking business it was ofttimes delivered on the same truck that the 
groceries would be delivered on. 

Mr. Dixon. Could you bake a similar loaf of bread and deliver it 
for 11 cents to IGA ? 

Mr. Avexanper. No, sir. 

Mr. Dixon. Would you lose money ? 

Mr. ALExanpeR. I sure would. « 

Mr. Drxon. Do you have any opinion as to how Fleming can do it? 

Mr. ALeExanpDeER. Well, again, - are some distribution costs that 
they have eliminated. The consignment selling, for one thing. 

The grocer stands the stale on the merchandise. They have elimi- 
nated salesmen’s commission, and of course they have eliminated any 
advertising expense. So that of course permits them to sell con- 
a under a wholesaler, but I question whether or not at 11 cents 
that—— 

Mr. Dixon. You question whether or not—— 

Mr. ALexANpER. They can make a profit. 

Mr. Drxon. Is it even beneath their own cost? 

Mr. ALexanpeR. That’s right. 

Mr. Cuumpris. Mr. Alexander, did you also state earlier that Flem- 
ing furnishes the other types of groceries to the IGA stores also? 

r. ALEXANDER. Yes, sir. 

Mr. Cuumepris. And your point is that they use bread as a loss 
leader and make it up on the other products that they sell to these 
IGA stores? 

Mr. ALEexANnpDeR. Well, the bread is used I am sure to gain new 
grocery clients. Bread of course is a very potent loss leader for the 
retailer merchant. The wholesaler looking for new accounts will of 
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course discuss that with the retail merchant. He is trying to line 
them up with his particular concern and mentions to them that the 
bread is available. ’ ; 

But this bread is available only if they buy their groceries, a certain 
percentage of their groceries from the concern. set 

Mr. Dixon. Your statement there, sir, is in the nature of a trying-in 
operation. 

Mr. ALEXANDER. Yes. 

Mr. Drxon. As if to say, “You can only have my bread if you buy 
my potatoes, cheese, and crackers and whatnot.” 

r. ALEXANDER. That’s right. 

Mr. Kirrriz. Does Fleming take back any stale bread? 

Mr. ALEXANDER. No, sir. 

Mr. Krrrrie. They don’t? 

Mr. ALExaNDER. No. 

Mr. Dixon. Will you proceed with your statement ? 

Mr. ALtexanper. It is my understanding that many years ago Con- 
gress determined that the meatpackers should not operate retail meat 
stores. 

This was done for the stated reason that the retail grocery store 
could not possibly compete with them, and if the practice continued 
the retail grocer could no longer sell meat. 

Mr. Dixon. May I correct you ? 

Mr. Atexanper. Isn’t that true? 

Mr. Dixon. The Congress did not determine that. There was a 
lawsuit and at the end of the lawsuit there was a court decree entered 
into that permanently enjoined them from engaging in retail sales. 

Mr. Atexanper. Exactly the same situation exists today as regards 
the chain grocery baker furnishing bread to grocery retail outlets, 
and unless something is done to correct this situation, the independent 
bakers are doomed. Of course, this is exactly what the chains and the 
chain wholesale grocers probably desire. 

The wholesale grocer and the chains admit they cannot be hurt op- 
erating their own bakeries at little or no profit. 

Why then should they be permitted to engage in the baking busi- 
ness? They can certainly do quite well without it, and their countinu- 
ance in the business will eventuatty eliminate the independent whole- 
sale baker. 

Mr. Drxon. Does that complete your statement? 

Mr, AuExanper. Yes, sir. 

Mr. Dixon. You heard me interrogate Mr. Jordan about his experi- 
ences with the Federal Trade Commission ? 

Mr. ALexanver. Yes, sir. 

Mr. Dixon. Does your experience parallel exactly the experience 
he had with these complaints? 

Mr. Avexanper. Well, I will say as I mentioned in my statement 
here that they did investigate our market after receiving a lot of com- 
munication from me and from a lot of other independent wholesale 
bakers in the Midwest, and they did investigate the market but—it 
is hard for me to comprehend, with all of the information that was 
available to us, and I am certain was not just hearsay or rumor or 
fiction, that they were unable to uncover the evidence that was so 
clearly evident. 
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I mean we were losing space; we did not lose accounts. We were 
not relieved of our position in the store and ousted when they would 
gain entrance. But gaining entrance by those procedures is certainly 
discriminatory, and if such procedures are a violation of the law then 
the penalties ought to be enforced. 

Mr. Drxon. Is it your testimony that that same situation persists 
today ? 

Mr. ALEXANDER. Yes, sir. 

Mr. Drxon. In other words, it was started in 1955, and it still per- 
sists today ? 

Mr. ALExanpeER. Yes. 

Mr. Drxon. And again it is the American Bakeries Co. that we are 
talking about that is the primary mover and the baker that is guilty 
of these practices ? 

Mr. Atexanper. Yes, because they were the baker that was trying 
to gain entrance into the market. 

Mr. Drxon. It is your testimony that they are trying to gain this 
entrance by promotions or buying the account; is that it? 

Mr. Arexanper. It is not promotion and it is not a one-shot promo- 
tion, and even if it was, giving a grocer a month’s free bread is a 
little vicious. That is worse than cutting the price. That is giving 
it away. 

M > If he gave this bread away and you were in this store, 
what did you find it necessary to do? Did you have to give bread 
too? 

Mr. Atexanper. I find for the month that they are giving the free 
bread I sell very little. 

Mr. Drxon. Did you ever have to meet this practice? 

Mr. ALexanper. Yes. 

Mr. Drxon. By giving bread ? 

Mr. ALExANnDeER. Yes. 

Mr. Drxon. If you didn’t givé bread, you were just out, I assume? 

Mr. AtrxAnper. I assume that was the threat posed when I was 
approached, yes. 

Mr. Drxon. If American gave bread to one of your customers for 
a 1-month period, what was the result for the next month on your 
sales in that store? 

Mr. Auexanper. Well, of course, if they sold anything it was sub- 
tracted from our volume necessarily. 

Mr. Dixon. You misunderstand my question. In other words, let’s 
assume that they gave a grocery store free bread for 1 month, and 
let’s assume even that you met it during that month. They did that 
to gain entry into a grocery store. Then at the end of that month 
they quit giving them bread and they sold them the bread. Did they 
sell them at the same price you sold? 

Mr. ALEXANDER. Yes. 

Mr. Drxon. What effect would it have on your sales to that store 
for the next month ? i 

Mr. Avexanver. Well, if the rack was divided in half and they | 
gained entrance to the store and they got a third of the space on the | 
rack, then they naturally got some volume because space is a great in- | 
fluence on the amount of bread sales in a supermarket. : 

Mr. Drxon. You are not complaining about them getting half of 
that space if they did it by fair pricing? 
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Mr. Atexanper. That’s right. 

Mr. Dixon. Your complaint is that they got the space by giving 
away something ? 

Mr. ALExANDER. My complaint is that it is an illegal approach. If 
it was legal then I would be bitter, but I have no complaint. But it 
is illegal. They cannot engage in those kinds of practices just to gain 
entrance into a market. 

The offers are different. If the offers were $500 to every grocer 
and up and above board that would be legal. 

Mr. Drxon. I was going to ask you that. Is it your personal 
knowledge that they do not give this same offer on an equal basis? 

Mr. ALExanpeR. No, sir. 

Mr. Drxon. To every one but they give it on a one-shot basis? 

Mr. Atexanper. The offers vary with the potential business in- 
volved. 

Mr. Drxon. They would give one store 2 weeks’ bread and another 
store 3 weeks’ bread ? 

Mr, Atexanper. Yes, and/or cash. 

Mr. Dixon. How would they give the cash ? 

Mr. Atexanper. How would they give it ? 

Mr. Dixon. Yes. How was it reported to you that they gave it? 

Mr. Atexanper. It was just reported that they arash so much 
money, so I would imagine that free bread or cash is cash either way 
you look at it. Free bread is zash to the grocer. 

Mr. Dixon. I would understand it to be so. 

Mr. Avexanper. If he pays nothing and sells it for 20 cents he is 
getting cash. 

Mr. Dixon. That is all I have, sir. 

Senator Lancer. Any further questions? 

Mr. Peck. Are these various giveaway programs all within the 
Topeka, Kans., market ? 

Mr. ALEXANDER. Yes. 

Mr. Peck. Within the Topeka, Kans., market, were there several 
types of giveaway programs? 

Mr. ALexanper. There were several. I don’t know whether I quite 
understand the question. 

Mr. Peck. Several varieties of programs? 

Mr. Avexanper. Yes. I would like to say this, too: I recently 
employed a man who was a salesman for the American Bakeries Corp., 
and he was on a particular route where there was a very good sized 
supermarket as far as bread business was concerned. They gained 
entrance into that store, and again the old procedure apparently was 
in operation because they not only gained entrance, and received a 
third of the space, but they got three-fourths of the space. I don’t 
think you can buy friendship or business permanently but nevertheless 
you are injured in the interim. 

And, of course, they did not retain that three-fourths of the rack 
space for an indefinite period. This has been going on a couple of 
years in this store. But I asked this fellow when I hired him—I said, 
Well, maybe you won’t want to tell me; and if you don’t, well, that’s 

ne.” 


; T said, “What is taking place in that market? Now, honestly, what 
is taking place?” 
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He said, “Well, we were rebating a cent a loaf to the grocer”; and 
he said, “That is why we maintained the space we have and why our 
bread is promoted in that store.” 

That is pretty wicked. 

Senator Lancer. Any further questions ? 

Mr. Kirrrie. One question. On the question of whether the food 
chains and the national wholesalers are actually offering bread at 
prices less than what it costs them to bake it, I would like to get your 
idea as to what it costs to get a loaf of bread to the market. We had 
here a witness, Mr. Angus McDonald, who told us about a study that 
was made in Nebraska, Kansas, and Oklahoma in order to find out 
how much it costs to make a loaf of bread. According to his figures, 
the plant cost, together with the district expenses, would amount to 
12.12 cents. Now, this does not include any returns of stale bread. 
It does not include any sales promotion. 

Mr. Atexanper. That is getting it to the store. 

Mr. Krrrrie. That’sright. It1s 12.12 cents. 

If what you are saying is that Fleming is offering bread to some 
people in Topeka for 11 cents, if this figure of 12 cents is right, and 
they are offering it at less than what it costs them. Would you say 
that this estimate of 12.12 cents is correct, in the light of your own 
experience ? 

r. ALEXANDER. That is lower than what it cost me. 

Mr. Krrrrte. It is less? 

Mr. ALexanper. Yes. 

Mr. Krrrrim. It is less than what it costs you, which means that 
anybody who offers it for less than 12 cents may be losing money ? 

Mr. Atexanper. Of course, if that figure is correct, it includes the 
salesman’s commission and the ingredient cost and the distribution 
cost to the store. Our cost is higher than that. The salesman’s com- 
mission would certainly subtract some from that cost to the store; but 
in the event that the 12.12 cost figure is right, I would think that at 
11 cents there would not be money to be made, but rather a loss. 

Mr. Kirrrim. I understand that this is the figure for 1955, which 
means that some of the elements in this figure probably would have 
gone up since that time. 

Mr. Avexanprta. Yes; definitely. 

Mr. Krrrrre. Thank you. 

Senator Lancer. Any questions, Mr. Burger? 

Mr. Burcer. I have no questions. 

Mr. Drxon. We have one more witness from Hastings, Nebr. 

Senator Lanerr. All right. Call him. 

Mr. Drxon. Mr. Edward Debus of the Debus Baking Co. Do you 
have a prepared statement ? 


STATEMENT OF EDWARD DEBUS, DEBUS BAKING C0., HASTINGS, 
NEBR. 


Mr. Desvs. Yes, I have, sir. 

We have lost a considerable amount of business to both the Con- 
tinental Baking Co. of Omaha and the Rainbo Bread Co. of Grand 
Island, Nebr. 
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The Rainbo Bread Co. of Grand Island is a subsidiary of the Camp- 
bell Taggart Corp. of Dallas, Tex. The Rainbo Bread Co. of Grand 
Island was formerly the Jessee Baking Co. When Rainbo started 
doing business under that name the technique used by this concern was 
of the type that had not been used in this area at any time before. 

Mr. Dixon. This was new then? 

Mr. Desus. That’s right. The use of furnishing bread racks to 
the merchant by the baker was a normal process. But when Rainbo 
took over this plant they went much further than just furnishing a 
normal sized bread rack. They have furnished complete island-type 
or gondola-type display fixtures which vary in length from 8 to 30 


feet. , 

The bakery display portion of these racks may be only 6 feet of the 
entire fixture. 

These fixtures cost from $250 to $500 each, plus installation charges. 
When the fixture was put into the market, the company furnishing 
the fixture naturally would obtain the first or the choice display posi- 
tion on this fixture, so that their products would have the most prom- 
inent display. 

Or if the fixtures were not furnished, our competition would pay 
the merchant an undisclosed amount of money or give free mer- 
chandise so that they would obtain the No. 1 position. We have been 
forced on numerous occasions to furnish islands of this type the same 
as our competition which has increased the cost of operation, 

Mr. Drxon. Let me see if I understand you. You are saying here 


that Rainbo brought into your area the practice of furnishing elab- 
orate fixtures. 


Mr. Desvs. Right. 

Mr. Dixon. That went far beyond a bread rack. 

Mr. Desvs. Right. 

Mr. Dixon. It is like giving a man a soda fountain if he will handle 
your sirup, is that it? 

Mr. Desvus. That’s right. In other words he would furnish the 
rest of the fixture for him to put other groceries on. 

ae, Dixon. In other words, they would outfit a part of his grocery 
store ¢ 

Mr. Desvs. That’s right. 

Mr. Drxon. Did they do that on any condition that their bread 
would be sold there exclusively ? 

Mr. Desus. No. It was to obtain the No. 1 position. 

Mr. Dixon. The No. 1 position ? 

Mr. Desvs. Or the choice, which would naturally shall I say when 
we were in the market far longer than they have ever been, and that 
we had the majority of the business that they would 

Mr. Dixon. Where was the No. 2 position, down on the floor? 

Mr. Dezus. Down on the bottom shelf, or shall I say the way the 
traffic in the store would operate? 

Mr. Drxon. All right, proceed, sir. 

Mr. Desus. We were put out of a market in mid-March of 1959, due 
to the fact that our competition paid the merchant an undisclosed 
amount of money so that we would be eliminated from that store. 
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The large wholesale bakeries involved in this action were the Rainbo 
Bread Co. of Grand Island, and the Metz Baking Co. of Sioux City, 
Iowa. 

Mr. Dixon. Both of them did that? 

Mr. Desus. Yes, sir; and the Metz Baking Co. was primarily deliv- 
ering private label bread. 

Mr. Dixon. Go ahead, sir. 

Mr. Desus. On June 13, 1959, we were moved from our No. 1 posi- 
tion at the Luther Market of Cambridge, Nebr. Merchandise of the 
Rainbo Bread Co. of Grand Island was put in this position. We have 
had this position in this market for the last 15 years. 

With this move, our business was cut in half, or a considerable loss 
in business. In checking with the manager of this market, he would 
not state the amount of money or the amount of free merchandise that 
was given him by the Rainbo Bread Co. 

Mr. Dixon. Do you know they gave him something ? 

Mr. Desus. Yes, sir. There was no other way to get that position. 

Mr. Peck. Were you told that he was given something ? 

Mr. Desus. Definitely, and I have had my sales manager there, and 
I was going to go out myself but I have not been able to. 

Mr. Drxon. Go ahead. 

Mr. Desus. At the same time the Rainbo Bread Co. got into two 
markets here in Hastings. Free merchandise was given to the man- 
ager—as much free merchandise as could be sold for an undisclosed 
number of weeks. We have also lost business in these two markets due 
to this action. 

In checking our records back to the time when the Rainbo Bread 
Co. of Grand Island took over officially from the Jessee Baking Co., 
we find that our reduction in sales during these first several years was 
approximately $200,000 and our stale returns on merchandise in- 
creased approximately $95,000. 

Our percentage of stale or returned merchandise was running ap- 
proximately 4.9 percent which is a normal percentage of returns. In 
1955 when the Rainbo Bread Co. began operating the Grand Island 
plant, our stale returns jumped to 5.7 percent; in 1956 to 9.3 percent; 
in 1957 to 9.5 percent. 

The reason for the increase in returned merchandise is due to the 
fact that the Rainbo Bread Co. put merchandise in the stores in large 
quantities, more than could ever possibly be sold. 

We were forced to increase the amount of merchandise that we put 
in the stores, otherwise we would lose sales and rack space to this 
concern. 

This practice still continues. 

Mr. Drxon. We have heard that called slugging the market. 

Mr. Desus. Yes. 

Mr. Drxon. Is that what it means? 

Mr. Desus. That’s right, sir. 

Mr. Drxon. Go ahead. 

Mr. Desvus. Our competition has the reputation for flooding the 
market with excess merchandise on the racks, hoping that we will cut 
the amount of merchandise we display and in this way they can take 
more of our display space. To date, we have been able to hold our 
rack positions except in those markets where the Rainbo Bread Co. 
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has paid money, or given free merchandise, whatever was desired by 
the merchant. 

Referring further to the Rainbo Baking Co. of Grand Island, when 
this plant was purchased by them from the Jessee Baking Co. in 1955, 
it was a known fact that the plant was in debt approximately $165,000. 

This plant was in a very rundown condition, and a very poor qual- 
ity of merchandise was produced and sold. Since that time, the Camp- 
bell Taggart Corp. has continued to pour money into this plant with- 
out realizing any returns. We can estimate very closely the amount 
of business that this plant does, as we can compare our sales for the 
same number of routes as is operated by the Grand Island plant. 

We know that we have the majority of the business in the territory 
in which we both operate. 

The Grand Island plant cannot have a large sales organization of 
its own, nor can it support such an organization and do the type of 
work that is normally performed by the route salesmen and supervis- 
ors. On April 25, 1959, they released three route salesmen without 
notice. To have men to run these routes, two men were called from 
Denver. 

The other man was called in from another Rainbo plant. Which 
plant, we have not been able to ascertain. 

The Continental Baking Co. of Omaha has also used the same tactics 
as the Rainbo Bread Co. of Grand Island; however, they have not been 
quite as extreme in their practices as Rainbo. 

Mr. Dixon. In the same area? 

Mr. Desus. Inthe same area. 

Mr. Dixon. The same market ? 

Mr. Desus. This would be our eastern part because Continental 
doesn’t come too far west on both of our operations. 

Mr. Drxon. But does Rainbo go over in that area ? 

Mr. Desus. Yes; they do. 

A year or more ago we were bought out of three markets in three 
different towns by the Continental Baking Co. Two of these markets 
they had not previously served. The amount of money that was in- 
volved by this transaction was never known, although the manager 
of the three stores informed us that he could not see how Continental 
would ever be able to make the proper returns from the amount of bus- 
iness that was done by these stores. 

Mr. Drxon. What was the name of the stores and where was the 
market ? 

Mr. Dresus. They were called three Jack and Jill markets, one at 
Osceola, Nebr., Stromsberg, Nebr., and York, Nebr. 

Mr. Drxon. Thank you, sir. 

Mr. CHumpris. You said you were bought out. 

Mr. Desus. In other words, we were eliminated from the store, and 
they moved in, shall I say, overnight. 

_ Mr. Crumprts. These three outlets prevented you from even serv- 
ing their stores? 

Mr. Desvus. That’s right. 

Mr. Drxon. Go ahead, sir. 

_Mr. Desus. We were out of these stores until the time that Con- 
tinental bought out the Omar Baking Co. of Omaha, which is a house- 


to-house operation. The manager would not have the Continental 
35621—59—pt. 12-29 
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Baking Co. in his stores as long as they also operate the house-to-house 
routes. To be allowed to service these accounts again, we paid cash for 
the rack space, otherwise the Rainbo Broad Co. would have become 
the main source of supply. We felt that in doing this we would bene- 
fit by increasing our sales. 

Mr. Drxon. You were forced to do that to meet this competition ? 

Mr. Desus. Right. 

Mr. Drxon. Go ahead, sir. 

Mr. Desus. We never know from one week to the next what kind of 
deal or offer Continental will make to the merchants to try to increase 
their position on the display fixtures. 

There are always a number of towns which Continental serves, that 
feature a special on some product baked by Continental. 

We know that the merchant will not do this of his own volition. 
The merchandise comes from Continental either. at a discount, or free 
merchandise is given in addition to the normal order. ‘The merchan- 
(lise used is usually sweet goods, such as: doughnuts, sweet rolls, or 
angel food cakes. 

The Continental Baking Co. uses a 114-pound loaf of white bread, 
which is sold wholesale at 18.5 cents per loaf and has a retail price 
label of 22 cents. 

This would be a price of 14.8 cents per pound. Naturally we all 
have to meet this price. However, they do not offer this loaf of bread 
to their Omaha market. The 114-pound loaf that they offer in Omaha 
wholesales at 20 cents and retails at 24 cents, or a wholesale price of 
16 cents per pound. 

The competitive loaf used in the Omaha area, which they do not 
use in competition with us or the Rainbo Bread Co. is a 1 pound ex- 
panded loaf. To explain this expanded loaf: It carries a 1-pound 
label, weighs approximately 18 ounces, and is baked in the same size 
pan as their regular 114-pound loaf of bread. The wholesale price 
of this expanded loaf is 16 cents and carried a 19-cent price label. It 
doesn’t cost as much to produce the expanded loaf as it does to pro- 
duce the regular 114-pound loaf of bread. 

In our western Nebraska territory, we are in competition with the 
Rainbo Baking Co. of Denver, which is also a subsidiary of Campbell 
Taggart Corp. of Dallas. Our relationship with this concern has 
been on a free basis, but they have hurt the business in the respect 
that they have lowered prices on some items that both of our com- 
panies manufacture, to the point where these items are being sold 
below the cost of the manufacturing and delivering expenses. 

We must meet their prices, or we would lose accounts to them. 

We hope that this situation can be straightened out in the near fu- 
ture. But in conversation with them, they have stated that they do 
not. care to remedy this until they feel that they have established their 
products and also eliminated some competition with those prices. 

We also do business in the State of Kansas, and we are plagued with 
the same action by our two main Kansas competitors: the C. J. Patter- 
son Co., doing business as the Holsum Baking Co.; and the Wertz 
Baking Co., doing business as the Sunbeam Baking Co. of Salina. 

Their practices are also very similar to those of the Rainbo Baking 
Co., as they, too, offer free merchandise for a number of days or weeks. 

The practice of furnishing bread fixtures has been a small factor in 
this particular territory until very recently. 
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These two companies have started to make a move in offering racks 
or display fixtures of the island or gondola type as has been offered by 
the Rainbo Baking Co. of Grand Island. Their method of mer- 
chandising has also included the running of weekend specials, very 
similar to the Continental Baking Co. of Omaha. 

One of the greatest evils that is now being practiced by certain 
bakers in this section of the country is the production of so-called 
private label breads. 

The bakery produces merchandise for chainstores or chain whole- 
sale grocery concerns at a price lower than what a bakery can deliver 
to grocery stores or markets. 

These items are produced and wrapped in a wrapper different from 
the regular wrapper that the baker uses for his own products. We 
have in our area the following bakers who have resorted to this type 
of production: Wilkie Baking Co. of Beatrice, Nebr.; P. F. Peterson 
Baking Co., of Omaha; the Pan of Gold Baking Co., of Fort Dodge, 
Iowa; the Metz Baking Co., of Sioux City, Iowa; the Sunbeam Bak- 
ing Co., of Salina; and the Omar Baking, of Omaha, which company 
is now a subsidiary of the Continental Baking Co. 

The chainstores which operate their own bakeries and sell at lower 
prices are: Safeway Stores, of Omaha and Denver; the Mini Max 
Baking Co., of Smith Center, Kans.; the Beatty Wholesale Grocery, 
of St. Joseph, Mo. These concerns can sell bread at retail from 5 to 
15 cents per loaf. 

The practice of making private label bread by bakeries has been 
gradually increasing over the United States. Unless something is 
done to curtail it there will be very few independent bakers, such as 
we are, in operation before long. 

In this State at the present time there are only three independent 
wholesale bakeries in operation. We are all having a rough time due 
to the conditions mentioned in the foregoing paragraphs. 

I will present newspaper ads for the month of June, by which you 
may see how some of the chain grocery stores sell their bread at retail, 
which is below the wholesale price of our bread delivered to that same 
store. 


We made a recent survey of Hastings, which has a population of 
between 23,000 and 24,000, Today there are only 14 small independent 
stores in operation and 8 chainstores in operation. 

Since 1946 there have been a total of 33 independent grocery stores in 
this city that were doing business here, but have been forced to close 
(ue to the chainstore operations. This situation is naturally reflected 
in the amount of business that we are able to get. 

This comparison, showing the loss of independent stores in this 
city, is typical of any small city or town where chainstores have gone 
into operation. 

Mr. Dixon. Mr. Debus, Dr. Blair has a chart on the easel which 
has already been put into this record. It depicts the various plant 
prices that the Campbell Taggart Associated Bakeries charged as 
of September 1, 1958. 

Mr. Blair, you see some of those comparative figures. Will you 
point them out to the witness? 

(The chart referred to may be found on p. 6297.) 










6480 ADMINISTERED PRICES 






Mr. Buair. Mr. Debus, these are wholesale prices per pound on 
sales in the cities where the plants are located, prevailing as of Sep- 
tember 1, 1958. It will be noted that in Wichita, Campbell Taggart 
has a price of 16.7 cents. Moving north in Hutchinson, the price is 
13.4 and Emporia the price is 13. At Grand Island, Nebr., it drops 
down to 11.9, or nearly 5 cents below the price at Wichita. 

In St. Joseph, Mo., the price is 15.4. Then moving north the price 
drops down again to 12 cents in Des Moines and then rises to 16 cents 
at Cedar Rapids, 4 cents higher than at Des Moines. 

Now in the hearings Mr. Edmondson, representing Campbell Tag- 
yart, was asked the question whether any of these prices represented 
operations by the plant below cost. His attention was specifically 
called to the prices prevailing at Emporia, Kans., of 13 egnts; at 
Des Moines, Iowa, of 12 cents; and at Grand Island, Nebr; of 11.9 
cents. His answer is given in the transcript, and perhaps Mr. Dixon 
would care to read it. ; 

Mr. Drxon. Mr. Edmondson stated with specific reference to his 
general operation that they were all profitable. Then I asked him 
specifically : 

You are saying then that at Grand Island, Nebr., where the price of bread 
was 11— 


and I was interrupted. He said: 


Wait a minute, I’m sorry. I might have to make an exception in the case of 
Grand Island. That is a small bakery we acquired in about 1955, and I would 
have to check the record, because if they made any money they just barely did. 
They have been in the red. I sometimes forget about Grand Island. 

I was following your testimony and you stated at the time Rainbo 
bought the Jessee Baking Co., they owed about $165,000. The plant 
was run down, and to your knowledge they have poured a great deal 
of resources into that plant, building it up. 

Mr. Desus. Right. 

Mr. Drxon. And at that plant in September they had a price of 
11.9 cents. The witness said he wasn’t sure whether they were making 
a profit there or not but he would have to check. Now it was from 
that same plant that there was instituted this practice of giving free 
gondola-type display fixtures that could take up a half a grocery 
store. 

Mr. Desvus. Right. 

Mr. Dixon. What was the price that you were getting for a 1-pound 
loaf of bread then in that area? Was it 11.9 cents? 

Mr. Derus. It would be our same figure. 

Mr. Drxon. You had to meet that price? 

Mr. Desus. We had to meet that price. 

Mr. D1txon. When did they establish that price? 

Mr. Derus. That price was established I believe it was in about 
October of 1958. 

And that is when the president of Peterson Co. and Metz Baking 
Co. both started producing private label bread for IGA stores and 

the GW stores of Norfolk, Nebr. 

Mr. Drxon. In other words, it was not Campbell Taggart that 
established the price? 

Mr. Desus. No, and if we wanted to maintain self space and the 
price of bread, that is what we were forced to do. 
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Mr. Dixon. You were forced to meet the price of private label 
bread ? 

Mr. Desus Right. 

Mr. Dixon. With your premium bread ? 

Mr. Desus. Right. 

Mr. Drxon. And you were also forced to furnish shelf space and 
everything else ? 

Mr. Drsus. Up in that area I would say we were very fortunate 
that we did not Best to furnish that type of fixture. 

Mr. Drxon. It wasn’t being offered ¢ 

Mr. Desus. No, not up in that area. That is in the northeast shall 
I say area of our territory. 

Mr. Dixon. Can you make a profit at 11.9 cents on your bread? 

Mr. Derus. No. 

Mr. Drxon. Are you losing money at that price? 

Mr. Drrnus. We would be. If it had not been for our western 
Nebraska and western Kansas territory we would be running in the 
red. 

Mr. Dixon. Does that price still exist in that area? 

Mr. Desus. No; it made a move here in March. 

Mr. Drxon. Who made the move ? 

Mr. Desus. The P. F. Peterson Co., made their announcement 
public that they were going to raise it up to 18.5 cents. That is on a 
pound and a quarter loaf of bread, like the figures I gave. 

Mr. Dixon. What is that a pound? 

Mr. Desus. 14.8. 

Mr. Dixon. So then it went up practically 3 cents a pound? 

Mr. Desus. Yes. 

Mr. Drxon. And you followed that price ? 

Mr. Deus. That’s right. 

Mr. Dixon. But prior to that time you were losing money ? 

Mr. Desus. That’s right; we were. 

Mr. Dixon. And you would have had a complete loss if all of your 
bread had been sold at that price ? 

Mr. Desus. That’s right, we would have had. 

Mr. Dixon. You were able to keep from having an overall loss by 
virtue of the fact you were getting higher prices in the western part 
of your market? 

Mr. Desus. That’s right. 

Mr. Buatr. On the private label bread sold by Peterson, their dis- 
tribution cost was less than yours; is that correct? 

Mr. Desvs. I don’t know how they could be because they were de- 
livering that and also standing stale. 

Mr. Buatr. Oh, they were? 

Mr. Desus. They were standing stale. 

Mr. Buatr. This was not a tailgate delivery ? 

Mr. Desvus. No, it was not. They were using their salesmen de- 
livering to the store and paying commission on it with their salesmen. 
They even established a new route up against both Rainbo and our 
plant which would be north of Hastings in Grand Island there, just 
to serve that private label bread. 

Mr. Brarr. Can you give any explanation for the difference in price 
between Emporia, Kans., of 13 cents and Wichita of 16.7. 
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Mr. Desus. No, because that is out of our territory. The only thing 
I would say would still be some private label or chainstore operations. 
That would be what I would say. 

Mr. Cuumpris. Mr. Debus, you again bring out the fact that the 
chain grocery store bread has created a depression of the price? 

Mr. Desus. That’s right. 

Mr. Cuumeris. I believe that the president of the Continental 
Baking Co., when the question was asked him about the situation in 
Nebrask: a, said, “Well, Nebraska is a catastrophic area.’ 

Mr. Briatr. That was Iowa. 

Mr. Cuumpris. Iowa? 

Mr. Desus. What goes in Iowa follows right in Nebraska. 

Mr. Cuumprts. It seems from the price you have quoted that it 
applies to Nebraska as well as Iowa. 

Mr. Desus. Right. 

Mr. Dixon. These oversized shelves and racks were not given to 
chain grocery stores, were they ? 

Mr. Desus. No. Your independent stores. 

Mr. Drxon. In other words, you were not injured in that part of 
your market by chain grocery stores? 

Mr. Desus. No. 

Mr. Dixon. But by the big multiplant wholesale baker? 

Mr. Desus. Because that is about all we can get our business from— 
the independents. 

In the chainstores you don’t get hardly any space. 

Mr. Dixon. In other words, you don’t get any business there any- 
way / 

Mr. Desus. No. Our bread sits in the backroom, and if the people 
ask for it they will go back and get some. 

Mr. Dixon. So what you have left is the independent business ¢ 

Mr. Desus. That’s right. 

Mr. Dixon. And in that part.of your business that you have left, 
you are being injured by these practices ? 

Mr. Desus. That’s right, and it is just the one plant only. Our 
western competion, our Rainbo competition there, that practice does 
not exist whatsoever. 

Mr. Buatr. In Grand Island could the sequence of events have been 
that Peterson had been affected, like so many other independent 
wholesale bakers, by a loss of outlets resulti ing from the dis: ippearance 
of so many independent retail stores, that they have gone into this 
business of selling private label bread, that in order to meet that. com- 
petition ¢ ‘ampbell Taggart reduced its price to the same level of 11.9 
cents and in addition supplied various prerequisites which you were 
unable to furnish at least to the same degree. 

Mr. Dresus. No; we just had to keep up. 

Mr. Bratr. And that consequently if the price at Grand Union had 
prevailed for an indefinite time, it would have had perhaps a fatal 
effect. upon your operations, though not of course upon Campbell 
Taggart. 

Mr. Desus. It would have continued to hurt us. 

Mr. Buatr. I see. 

Mr. Dixon. Mr. Chairman, that is all we have for today. 

Senator Lancer. Do you gentlemen have any questions? 
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Mr. Pecx. No, thank you, Mr. Chairman. 

Mr. Kirrrie. No, thank you. 

Senator Lancer. What about you, Mr. Burger? 

Mr. Burcer. Nothing except my observation that the pattern is just 
the same on milk and bread and down the line, as we see it. 

Senator Lancer. I want to thank you for a very fine statement, Mr. 
Debus. It is very clear and very logical. 

Mr. Dixon. We are indebted to all these witnesses that came from 
so far today for these fine statements, Mr. Chairman. 

Senator Langer. We will recess until tomorrow at 10. 

(Whereupon, at 12:55 p.m., the hearing was recessed, to reconvene 
at 10 a.m. Friday, July 10, 1959.) 
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FRIDAY, JULY 10, 1959 


U.S. Senate, 
SUBCOMMITTEE ON ANTITRUST AND MoNopoLy 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 10:25 a.m., room 312, 
Senate Office Building, Senator John A. Carroll presiding. 

Present : Senator Carroll. 

Also present: Paul Rand Dixon, counsel and staff director; Peter 
N. Chumbris, counsel for minority ; Theodore T. Peck, special counsel 
for minority; Nicholas N. Kittrie, special counsel for minority; 
Thomas C. Williams, attorney; John M. Blair, chief economist; Wal- 
ter S. Measday, economist; Paul S. Green, editorial director; and 
Gladys E. Montier, clerk. 

Senator Carrot. The committee will come to order. Is Mr. 
Duchaine here? 

Mr. Ducnatne. Yes, sir. 

Senator Carroti. And is Mr. Kaufmann here? 

Mr. KaurMann. Present. 

Senator Carroti. Will you come forward, Mr. Kaufmann? Is Mr. 
Kaplan here? Will youcome forward please? 

I understand you gentlemen, have prepared statements. At this 
time, with your approval, I am going to ask unanimous consent that 
we have your statements inserted into the record as though they were 
read. 

Is there any objection from any of you gentlemen ? 

(No response. ) 

Senator Carroiti. Without objection then, your statements will be 
inserted as having been read and presented to the committee. 


STATEMENT OF R. J. KAUFMANN, FORMERLY PROPRIETOR OF 
PEERLESS BREAD C0., JACKSONVILLE, ILL. 


Mr. Kaurmann. It is a privilege and honor for me to be invited 
to Washington to present my views regarding the downward trend 
of the small bakery operator and the specific factors responsible for 
my discontinuing business in 1952. 

I cannot attribute the closing of the Peerless Bread Co. to any one 
factor alone but to a series of events and conditions that occurred over 
25 years of operation. 

I grew up in a family of bakers dating back to the Civil War when 
my grandfather, Henry Korn, was a baker for the Union Army at 
Fortress Monroe, Va. After the war, he settled in Davenport, Iowa, 
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where he established a bakery of his own. His five sons and two 
daughters all worked in the bakery over the years. William Korn, 
his eldest son, was active in the early days of the American Bakers 
Association, serving as it president in the later 1920’s. 

I was of the next generation and being in a baking environment 
became interested in the work as a future vocation. As a youngster, 
I did odd jobs around the plant, filling in where needed. 

Upon graduation from high school in 1915, I started on a regular 
job in the bakery, learning every part of the trade—helper, bench 
hand, machine operator, ovenman, and doughmixer. 

I spent several years at these jobs, which were mostly nightwork 
and then decided upon a college education. I enrolled at the Univer- 
sity of Iowa in 1917 and graduated with the class of 1921, receiving 
a bachelor of science degree in business and commerce. 

During World War I, I enlisted in the Navy and spent 7 months 
as a baker at Great Lakes and Dunwoody Institute in Minneapolis. 
Dunwoody Institute, which is still in operation today, had a technical 
course for bakers and trained them for leadership in the service. 

After completing college, I again went to work in our Davenport 
plant. In 1922, a superintendent was needed in our Quincy, IIl., plant 
and I was sent there in that capacity to take charge of production and 
manpower. 

The Bakers Union required that I belong to the organization and I 
retained membership for 5 years, while in Quincy. I got to know 
some of labor’s problems and thinking which helped me later when I 
operated my own business. In those days there was good cooperation 
between management and labor and union contracts were not too diffi- 
cult to negotiate. 

Most of the business was done locally with some bread shipped by 
rail to nearby towns. In 1927 I had an opportunity to get into busi- 
ness for myself in Jacksonville, Ill., a town of 20,000 population. 
Several years previously, four employees from the Quincy plant had 
opened up a small bakery in Jacksonville in a one-room building. 
They did some business but could not expand their operations because 
of confined quarters and lack of working capital. They prevailed 
upon me to join them. We purchased a larger building, put in new 
machinery and ovens and had a grand opening in the fall of 1927. 

Business was hard to get, the future did not look encouraging and 
one by one the other partners left. After 2 years of operation, I was 
the only one left and took over the entire ownership and responsi- 
bility for the project. We have five routemen and seven bakers in 
the beginning and it was difficult to earn a profit. 

Starting a wholesale bakery in a small way was not an easy task. 

In 1929, the depression hit and the baking industry was in a tur- 
moil. Prices skidded downward and bread sold in our market for as 
low as 4 cents wholesale and 5 cents retail. We continued to operate 
in red figures for some 4 years until prices eventually went up and 
we got back to a loaf that sold for 6 cents wholesale and retailed at two 
for 15 cents. 

Things looked somewhat brighter as we were able to earn a small 
profit. Coming out of the depression, we encountered union-manage- 
ment negotiation problems that became hard to handle. Contracts 
were difficult to arbitrate as labor wanted many changes such as reduc- 
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tion of work hours, wage increases, increased vacation time, night 
hour premiums and more fringe benefits, written into working agree- 
ments year after year. 

Labor was on the move and negotiators for the union were hard to 
deal with. 

The administration backed labor and management was blamed for 
bad practices that had occurred in years past. Apparently it was 
assumed that bakers made money yearly, regardless of economic con- 
ditions. As a small operator it was not a case of taking advantage 
of labor but one of company survival and job protection. 

Nevertheless, we had to meet the demands and try to get along the 
best we could. We operated on capital reserved for depreciation to 
pay our bills and were lucky to stay in business. 

When sliced bread was first introduced, it appeared to create a con- 
sumer demand and helped us gain volume which we needed. 

In spite of contract difficulties we tried to maintain good employee 
relations. During the worst of the depression, we worked round- 
robin shifts so that no employee would be laid off. A baker would 
work 3 weeks steady and on the fourth week would work 2 days, Fri- 
day and Sunday. Every employee continued on the payroll without 
a layoff. 

This plan was agreeable to the men. ‘The company was interested 
in their welfare and my office door was always open for their sug- 
gestions and complaints. We had good teamwork and cooperation. 

During my 25 years in business, I spent every Friday working in 
the shop, and filled in when the men were on vacations in the summer 
and during wartime when 16 of the 26 employees were drafted into 
the services. 

This kept me in touch with our men and also gave me a chance to 
check our products for quality. I was a part of labor with manage- 
ment responsibilities. 

In 1949 the Bakers Union notified the Illinois Bakery Operators 
that in the future they would be tied into an overall contract that 
would cover large, medium, and small shops in the State. 

I served on the panel for management in the negotiations which were 
held in Springfield. The meetings took hours of tedious discussion. 
Many meetings lasted all day and well into the night—some as late as 
3am. The bakeries were placed in A, B, and C classifications with 
the wage scale determined by the past wage scales of the individual 
plants. 

If a bakery had paid a higher wage than the others, it was placed 
inan A classificaiton. Size of the community did not matter. Jack- 
sonville had paid well and was placed in the A group, along with 
Springfield, a much larger city. Size of plant, speed of machinery, 
output per man-hour were not considered. 

Our plant produced 50 percent less bread per hour than did Spring- 
field bakeries but paid the same wage scale. 

It was a tremendous task attempting to write one contract for the 
entire State. Again in 1950 when a new contract was to be drawn up, 
union and management panels met in Chicago for negotiations. 

The committees could not come to terms as more complex problems 
arose, and the A, B, and C classifications became more difficult to 
write. The union went out on strike and bakeries all over the State 
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were shut down with the exception of Peoria and Chicago which had 
separate contracts and did not enter into the State negotiations. Our 
plant was closed down for 4 weeks and no bread deliveries were made 
during that time. 

Competition from out-of-State bakers came in and plants having 
affiliated shops in Peoria and Chicago delivered some bread in the 
strikebound areas. 

When the strike ended and we went back into. the market to sell 
bread, we found that we had lost rack position to other bakers and 
in some areas, had lost customers. We never fully recovered from 
this strike and our sales suffered. Labor problems were troublesome 
over the years and I think that their goals and principles were probably 
beyond the small operator’s ability to meet. 

After the war, when inflation had set in and the cost of living had 
gone up, it was necessary for labor to earn more money. We kept on 
signing higher wage contracts yearly. There are times when you 
cannot meet wage increases and there are times when the wage increase 
is justified. 

However, you pay some new demand year after year and get by the 
best you can regardless of business conditions. 

From 1929 to 1936, the financing of the Peerless Bread Co. was my 
responsibility alone. In 1936, our financial standing became very pre- 
sarious and it seemed necessary either to acquire more capital or to 
discontinue business. 

My uncle, William Korn, decided to invest, in the company and be- 
‘ame the major stockholder and president. He remained in this posi- 
tion until 1948, when he wished to dispose of his holdings. 

I agreed to purchase these shares, signing notes payable during the 
next 10 years. During our 25 years of business we were able to pay 
dividends to stockholders in only 2 years. 

Any profits were plowed back into the business. We enlarged the 
building five times and bought pans and equipment as the old became 
obsolete. 

In 1945 we joined Quality Bakers of America in order to increase 
our efficiency, produce better products, and to provide services of ex- 
perts in the fields of production, sales-promotion, accounting, and ad- 
vertising. We hoped that these services would ultimately increase 
sales and result in profits for our company. We made some progress 
until we encountered a strike in 1950. 

Next, I would like to discuss competition in our areas and what 
happened to us during our 25 years of operation. Before the hard 
roads became general, the small towns depended upon Jacksonville 
for bread and bakery products. 

Not as many outside bakers came into our area, since they stayed 
closer to their nearby markets. With the advent of the hard roads, 
sales routes were lengthened and competition began invading one 
another’s markets. Up to this time, both bakeries in Jacksonville 
serviced most of the nearby area and there was enough business for 
both of us. 

We had to increase our territories to hold our own as other bakers 
moved in and were getting some of the business. During World War 
II, the demand for bread was good as the shortages of flour and sugar 
created a demand for bread on the part of the housewife. 
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War food order No. 1 restricted bakers to their immediate market 
because of gas rationing. This gave the local baker additional vol- 
ume and helped him earn a profit. Bakers were restricted from 
picking up stale bread and this also helped their profits. However 
after the war, gasoline restrictions were taken off, flour and sugar be- 
came plentiful, consumer demand fell off and competition again fanned 
out in search of more sales, 

Bakers again began picking up stale bread from the stores and some 
of the profits disappeared. Many plants went into an expansion pro- 
gram in order to cut overhead expenses by putting in the latest high- 
speed machinery and laborsaving devices. 

Another factor in our case was that one of the larger independent 
bakers in Springfield placed a loading station in Jacksonville with 
six routes going into ourarea. They put on an advertising semeee: 
hired local salesmen, featured a specialty loaf and a new white bread. 
This territory was already saturated with bakeries as we met com- 
petition from Alton, Quincy, Hannibal, Macomb, Peoria, Davenport. 

Since we have a free enterprise system in our country it gives the 
baker the right to sell his products wherever he can. The only means 
of protection the baker has are the consumer’s goodwill, service, ad- 
vertising, loyalty of a community, and a quality product. 

Some years ago there were some bakery agreements whereby one 
town would honor another. For example, Decatur and Springfield 
stayed out of each other’s hometowns as did Quincy and Hannibal. 
This eliminated extra costs and all benefited. Today these agree- 
ments have broken down as Springfield invaded Decatur and Quincy 
and Hannibal interchange business. 

Bakers are volume hungry. High cost of material, labor, wrap- 
ping supplies, fuel, taxes, administration, selling costs, make it neces- 
sary to maintain higher sales. You have to take in big and pay out 
big. As the larger baker branches out, the smaller baker loses volume, 
and in turn, often cannot retaliate in self-protection since he does not 
have the necessary capital. 

What has happened in our area, no doubt, has happened all over 
the United States. There are far more bakeries servicing certain 
areas than are needed. 

They all want. a share of the consumer dollar, but actually they cut 
into one another’s sales and eventually knock some competition out of 
business, usually the small operator. In our case, we lost dollar vol- 
ume, began losing money, and with high labor costs and other infla- 
tionary expenses, could not withstand the pressure. Loyalty for the 
local baker seems to have gone overboard but we cannot tell a grocer 
how to run his business nor can we insist that the consumer buy our 
bread. 

That is freedom of choice, yet local support is the success or failure 
of small business. One means of breaking into a new market was the 
giving away of a sample loaf of bread. A coupon, redeemable for a 
loaf of bread at the grocery store, was given to the housewife. 

Free bread and buns were donated to area picnics and homecomings. 
Most local bakers had looked to this business for profit. The same in- 
dependent baker who came into our area with a loading station, also 
hired one of our salesmen who had worked 8 years for us. They of- 
fered him a higher wage. This would have been all right except that 
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they placed him on the same route which he had worked for us and 
we considered this placement as unethical and unfair. 

A meeting of the Illinois Bakers Association was held to disc uss the 
case and the bakery manager was asked to put the man on another 
route. This he refused to do and the sales on our route were cut in 
half. 

A good salesman on a route can make the difference between suc- 
cess and failure. We had never hired help from competition as we 
had tried to remain on good terms with them. 

Another factor that does not look healthy for small business is the 
decline of the small grocery store. Inflation and consumer education 
have caused the public to go where they can buy the cheapest. 

Large chainstores and supermarkets are getting the business and the 
small grocers are losing out. This in turn hurts bakery sales as the 
chains have their own bakeries. Their bread is priced below that of 
the independent baker and the chains do a tremendous volume of 
business. 

They buy some bread from the local baker, but for the most part, 
push their own. My observation has been that when a small store 
goes out of business, no one takes over and continues it. The small 
town grocers are losing volume to the nearby cities and their business 
is dow! n compared to former years. 

It is hard to compete with the chains, as their stores are ‘modern, 
clean, attractive, advertised, and their products are well priced. 

As the small grocer’s business declines, so does the independent 
baker’s bread sales. The large variety of foods in the stores today 
also cut bakery sales. The various competitive foods tend to replace 
some of the former demand for bread, as a result of intensive ad- 

vertising campaigns. Diets, food fads, and the popularity of slim 
figures also cut in further on bread usage. The per capita consump- 
tion of bread has been on the decline for years. 

In 1951 when our pans, machinery, and trucks were starting to 
wear out, I could see no incentive in trying to refinance the business. 
We had operated for a number of years on reserve depreciation 

‘apital and could not bank enough cash for a complete renovation of 
— and equipment. We also had some short-term bank loans to 
eep our plant in operation. 

I, therefore, offered our business for sale to the Purity Baking Co., 
of Decatur, Il., which was also a member of Quality Bakers of Amer- 
ica. An agreement was reached and the Peerless Bread Co. ceased 
operating on December 1, 1952. We had 36 employees at the time 
and 10 bread routes, with a plant payroll of $2,600 a week. The 
Purity Baking Co. continued the routes but did no baking in Jackson- 
ville. 

I gave the bakers 2 weeks’ salary as severance pay and helped them 
to get other jobs. The route men continued working for the Purity 
Baking Co. 

Closing down a business which one has built up is a hard decision 
to make. However, when profits seem unattainable, machinery out 
of date and wearing out, it seems to be the only wise thing to do. 

I feel that I made the correct move since conditions have not 
changed during the last 7 years and a number of other bakers in 
our area have ceased operations. Higher costs, less business, and an 
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uncertain buying public make business for the small man hazardous. 
Unless some way can be found to put profits back into the picture 
for the small man, more will fall by the wayside. New machinery, 
new packaging and selling ideas, and modern advertising are con- 
stantly calling upon the baker to spend his money to stay on top. 
Unless he can do so, he eventually will fall behind and the more 
progressive operators will take over. I feel fortunate that I was able 
to dispose of the business without complete loss of my capital. I have 
completed 44 years in the baking industry and have seen a lot of 
changes during my time. 

















































STATEMENT OF DAVID KAPLAN, PRESIDENT, THE ECONOMICS OF 
DISTRIBUTION FOUNDATION, NEW YORK, N.Y. 














Mr. Kapian. My name is David Kaplan. I am the president of 
the Economics of Distribution Foundation. 

The object of this foundation is, through educational means, to 
persuade labor and management to promote programs to increase 
the productivity of distributive services, such as the route systems of 
the baking industry, for example. 

Historically and currently, distribution services in the United 
States have increased in productivity at a slower pace than produc- 
tivity in the production of goods. 

If ways could be found and put into effect. that would increase 
the productivity of distribution services at a faster rate, all classes 
of society would benefit. 

My presentation is divided into four parts: 

1. A description of the baking industry ; 

2. An outline of the economic factors affecting the baking 
industry structure ; 

3. The market for baked goods; 

4, One reason for the rise in the price of bread at a faster rate 
than the rise in the cost-of-living index between 1948 and 1958. 

































































































A DESCRIPTION OF THE BAKING INDUSTRY 


The baking industry comprises establishments primarily engaged in 
manufacturing bread, cakes, sweet: yeast. goods, cookies, doughnuts, 
pies, pastries and, similar perishable bakery products for off-premise 
sale.1 Of these products, white pan bread is the most important, ac- 
counting for about 42 percent of the industry’s sales.? 

The industry is commonly divided into four sectors, according to 
the method of distribution employed. These sectors are wholesale, 
grocery chain, home service, and retail. Wholesale bakeries sell their 
products primarily to grocery stores and also to restaurants, hotels, 
institutions, and other establishments purchasing in large quantities. 
Grocery chain bakeries are owned and operated by grocery chainstore 
companies and distribute their output directly through the retail 
grocery stores owned by the parent company. Home service bakeries 
sell directly to consumers through their own house-to-house routes. 


































































“Bakery Products,” Bulletin MC—20B, 1954 census of manufactures, U.S. Department 
of Commerce, Bureau of the Census, Washington, D.C., 1956, p. 20E—1. 
2 See table I. 
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Retail bakeries fall into two classifications: Single outlet (one-store 
firms) and multioutlet (two or more stores). ' 

In either case the product is sold through the baked-goods stores 
operated by the baker. While any particular firm in the baking in- 
dustry fits into one of these four classifications, there is some over- 
lapping. For example, wholesale bakers will sometimes operate 
house-to-house routes or have their own retail outlets. Other cross- 
ings of sector lines will be discussed later. 

Of these categories, the wholesale sector is by far the most important. 

Production factors in the baking industry are not primarily de- 
pendent on the industry sector of which the plant isa part. Selection 
of methods of production and the resulting costs depend primarily on 
plant size and the products to be made and not basically on the industry 
sector. Of course, to some extent the industry sector determines the 
products to be made. Small single-unit retail bakers tend to specialize 
in fancy sweet, goods, cakes, and pies. These products are character- 
ized by their high unit cost and selling price. Multiunit retail bakeries 
also tend to specialize in fancy sweet goods, certainly, in comparison 
with the other sectors of the industry.* 

In all sectors of the industry size is an important production deter- 
minant. In any sector the larger plants tend to make products which 
lend themselves to machine working, such as bread, reasonably plain 
yeast goods, and cakes. Such items can be manufactured with auto- 
matic or semiautomatic machinery and also packaged mechanically. 
The nature of the goods and their packaging permits them to be sasily 
transported to point of sale, whether it ‘be store or home. Since pro- 
duction equipment is widely available, production methods and costs 
tend to vary primarily with size of plant, local labor costs, and other 
local conditions. Even raw material prices are not significantly 
affected by industry sector.* 

It becomes apparent that the wholesale, grocery chain, and home 
service sectors are the really cémpetitive ‘segments of the industry. 
Of course, bakers in any of the industry sectors must face the com- 
petition of retail bakeries whether single outlet or multioutlet as well 
as competition from the housewife herself, particularly in the larger 
cities. Bake-and-serve items and prepared mixes have made it rela- 
tively easy and attractive for the housewife to bake at home, and have 
become increasingly competitive. Nevertheless the primary competi- 
tion in the industry is among the three major sectors. This will be- 
come increasingly apparent as further information is presented. 

Since the distributive practices in the baking industry are so im- 
portant that industry sectors are described in terms of distribution 
methods, it becomes very relevant to examine these practices. The 
key element in all distribution of baked goods is the fact. that the 
product is so perishable. Baked goods must be distributed to stores 
or to home service customers no less frequently than every other day. 
Deliveries to stores are usually made daily. Since baked goods are 
relatively high in bulk and low in dollar value per pound, the trans- 
portation charges are relatively high per dollar of product moved. 

Thus both transportation costs and product perishability combine to 
limit the distance over which baked goods can be economically 


>See table I. 
“See table IT. 
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shipped. As a result, the industry is extremely local in character. 
This fact should be borne in mind in considering the following 
descriptions of distribution activities. 

Wholesale bakeries distribute their products by means of estab- 
lished routes. A route covers a small local area and encompasses all 
or most of the grocery stores within that territory. Each route is 
operated by a driver salesman. Typically he calls on each of his 
grocery store accounts every day. On arriving at the store he deter- 
mines what goods should be left on display for sale according to cod- 
ing for freshness. 

The driver-salesman will bring in the needed merchandise from his 
truck, arrange it carefully on the shelves, and remove off-code mer- 
chandise from the store to be returned to the bakery and credited to 
the store. He will also determine how much money the store owes 
him for the day’s transactions and receive payment in cash or receive 
a credit slip. His knowledge of the stores on his route is the basis 
for future daily production orders. His rapport with the store owner 
or manager is a critical factor in the constant battle among competing 
wholesalers for shelf position. 

The importance of shelf position in building brand loyalty is im- 
portant in this industry. The customer might well buy what she sees 
first if it looks attractive. Thus display becomes a critically impor- 
tant selling device. 

Kach baker tries to obtain a good shelf position and to maintain 
nice looking displays. The driver salesman is responsible for achiev- 
ing both of these objectives. Incidentally, the importance of display 
has another effect on the economics of this industry. As a rule it is 
necessary to leave in a store more merchandise than will be sold in 
order to build up a good looking display. This practice is promoted 
by the highly competitive conditions of the inlay. This excess 
merchandise may thus become off-code and need to be removed. Of 
course not all off-code merchandise results from this use as advertis- 
ing or promotional device. The other factors which result in off- 
code merchandise are variation in buying habits on the part of the 
consumer and the many bakers supplying the individual store. 

It has been estimated that approximately half of off-code returns 
is due to excess in order to create display and the other half is due to 
the unpredictability of consumer purchasing habits. Wholesale 
bakers absorb the entire costs of alt eel merchandise, that is, the 
grocer pays only for fresh merchandise which is sold to his cus- 
tomers. Off-code merchandise does not constitute a total loss. Con- 
siderable recovery is made through selling such merchandise through 
surplus stores in lower income areas at a reduced price, as bread 
crumbs, or ground up for animal feed purposes. 

Grocery chain bakeries are able to use a much less expensive method 
of distribution. They are able to drop-ship the merchandise to each 
store. Store managers call in orders for baked goods. The merchan- 
dise is then assembled at the bakery and placed in numbered baskets. 
These baskets are loaded onto the trailer truck. The truckdriver needs 
to know only the numbers of the baskets which he is to unload at each 
stop. When he arrives at the store’s unloading dock, he leaves the 





®“Baking in America,” vol. II, Charles C. Slater. Northwestern University Presa 
Evanston, IIl., 1956, p. 273. 
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appropriately numbered baskets and picks up those of the previous 
day. Hethen goesonhis way. The functions of unpacking the mer- 
chandise, placing it on display, and maintaining the display are all 
handled by store employees. The brand of baked goods made by the 
grocery chain bakery, and sold under their name, is given prominent 
display space. 

Although the same functions of transportation, selection, and dis- 
play must be performed for wholesale baked goods and grocery chain 
baked goods, there are considerable savings available to the grocery 
chain baker. Since he has no competition in his store from another 
baker in the same sector, and since he has control over where his mer- 
chandise will be displayed, he finds that his advertising and promo- 
tional expenses are negligible compared to those of an independent 
wholesale baker. And then his distribution costs are much lower than 
that of the independent wholesaler. With one tractor trailer and one 
driver he can deliver almost five times as much goods as the bakery 
driver-salesman with his small truck. (It must be remembered that 
the driver-salesman is limited in the amount of merchandise he can 
sell in 1 day by the number of stops he can make. Furthermore, his 
truck must be loaded in such a way that he can get at all of the mer- 
chandise in order to select goods at each stop. This is of no impor- 
tance for the driver of a grocery chain delivery truck.) Finally, al- 
though the functions of order preparation, order selection, and dis- 
play must be performed in any case, the grocery chainstore will absorb 
some of these costs in its store operations. The independent whole- 
saler must pay for these directly. The truckdriver for the grocery 
chain is not a salesman and is paid a flat rate and is not on a com- 
mission basis. 

Distribution methods in the home service sector are similar to those 
employed by wholesalers. Driver-salesmen are used to transport 
merchandise from the bakery to the customer. In the case of home 
service operators, the customer is the final consumer. Once again 
the personality of the driver-salesman and the rapport established 
with the customer are important sales factors. Costs of distribu- 
tion are higher than wholesale because of smaller loads handled and 
customer credit granted as required. As a result home service baked 
goods may be priced higher than the same merchandise sold through 
grocery stores since their costs of distribution are so much higher. 


AN OUTLINE OF THE ECONOMIC FACTORS AFFECTING THE BAKING INDUSTRY 
STRUCTURE 


It has already been pointed out that the perishability of baked goods 
and the high cost of transporting them result in extreme localization 
of market. A bakery competes directly with others in its area. Thus, 
in a given market a large independent bakery may be far more signif- 
icant as a market factor than a smaller bakery owned by a multiplant 
company. ‘There is yet another factor which enhances local compe- 
petition. The baking industry is relatively easy to enter. Com- 
petent bakers can be found anywhere in the country and little is re- 
quired in the way of working capital with which to get started. 
Machinery and equipment can frequently be obtained on credit and 
financed by installment payments. Trucks can be leased. Raw ma- 
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terial inventories are relatively low because of a rapid turnover. Little 
or no finished-goods inventories exist because of perishability. As a 
result, the baking industry is characterized by a plethora of small inde- 
pendent plants. (About 70 percent of wholesale bakeries employ less 
than 20 persons. Thus, not only are bakery markets very local in 
character, but there is-also severe competition within each locality. 

Although the baking industry consists primarily of relatively small 
independent plants, there are a number of multiplant companies. 
These are, however, comparatively few. About 10 percent of the 
plants in the wholesale sector are owned by multiplant firms. Less than 
half of these are owned by the six largest companies.’ Another indi- 
cation of the relative number of multiplant firms is revealed by the 
following: In 1954, 5470 companies owned 6,103 establishments.*® 
While there are very few bakery plants owned by multiplant firms, 
such plants are usually relatively large. It is estimated that about 
75 percent of the plants owned by multiplant wholesalers do nore than 
$500,000 a year while only 18 percent of single-unit plants are in 
the same volume class.® It is evident that multiplant firms have 
somewhat more importance in the industry than their numbers would 
indicate. A final measure of concentration in the baking industry 
is indicated by the following: In 1954 the four largest baking com- 
panies accounted for 20 percent of the total value of shipments in the 
industry. The largest 8 companies accounted for 31 percent, and the 
largest 20 companies accounted for 40 percent of industry sales.’ 

Multiplant companies have some advantages over their independent 
single-unit competitors. First of all, it is easier for a multiplant firm 
to acquire sufficient capital to build large baking plants. Large plants 
offer some economies of production and of distribution. Secondly, a 
large firm can employe specialists for purchasing raw materials, an 
important factor in this industry. Finally, a multiplant firm can 
make use of a brand name which will have consumer acceptance over 
a wide area. Of course, the firm must also spend money for advertis- 
ing and promotion in order to promote the brand name. 

These last two advantages are not uniquely restricted to multiplant 
firms, however. Small multiplant companies or single-plant. compa- 
nies have formed cooperatives, such as Quality Bakers of America, 
American Bakers Cooperative, W. E. Long, and.others. Members of 
these associations can use the services of the co-op for purchasing raw 
materials and for promoting an accepted brand name and for all mana- 
gerial, production, and distribution aids that the co-op can render. 

There are several factors affecting the economics of the industry 
which offer no advantage to multiplant firms. Ingredient costs are 
relatively similar for all bakers, single- and multi-unit plants, al- 
though, as described previously, there are some economies of large 
volume purchasing. Single- and multi-unit plants both have the 
same production labor costs within a market area. This is partly a 
result of unionization in the industry. In most markets the Bakery 
& Confectionery Workers Union and the American Bakery & Confec- 





* Derived from data in “Bakery Products,” op. cit., p. 20E-9. 

7 See table III. 

* Data from “Statistical Abstract of the United States, 1957,” U.S. Department of Com- 
oa of the Census, Washington, D.C., p. 794; and “Bakery Products,” op. cit., 
D. h 


a ite from an unpublished study conducted by the Economics of Distribution Founda- 
on, Ine. 


0 “Statistical Abstract of the United States, 1957,” op. cit., p. 794. 


6496 ADMINISTERED PRICES 


tionery Workers (which represent production workers) have local 
areawide contracts with the baking companies in that area. 

Similarly, distribution labor (whie h is usually ctimaiant in the 
International Brotherhood of Teamsters) costs the same for all bak- 
ing plants in an area, for the same reason. Finally, the extreme com- 
petition in a market forces prices for similar products to be the same. 
Consumers are well aware of the price of a standard loaf of bread and 
simply will not buy a higher priced loaf of the same quality. Simi- 
larly, if one producer were to lower his price to consumers, every other 
bakery in the area would have to lower the price of bread in order to 
stay in the market. Thus, baking companies, whether single unit or 
multi unit, are faced in a market area with essentially the same pro- 
duction and distribution costs and, necessarily, the same market prices, 


THE MARKET FOR BAKED GOODS 


The baking industry is concerned with two factors in considering its 
market. First, there have been important changes in the character of 
the immediate market for wholesale bakeri les—grocery stores. See- 
ondly, consumer eating habits are changing. 

Recent trends in the grocery industry have not been favorable to 
the wholesale baker. There are fewer small stores and independents 
while supermarkets and chains of grocery stores who have their own 
bakeries have been rapidly growing. 

These trends in the grocery store industry have very important 
consequences for the baker, whether single or multi plant. The dis- 
tribution practices used by wholesale bakers were developed in order 
to service a number of small independent grocery stores on one route. 
Now, however, the number of small stores is rapidly diminishing, 
with small stores giving way tosupermarkets. In addition, independ- 
ent stores are giving way to chain organizations or are combining to 
form affiliations or cooperatives of independent stores." 

These trends in the grocery * store industry are important to the 
baker for two reasons. The small ‘lmeiadass grocery store has tra- 
ditionally been the primary market for the baker. Major bakers sell 
approximately 70 percent of their products through independent 
groceries while 20 percent goes through chainstores. (The remain- 
ing 10 percent is sold through restaurants, institutions, and other out- 
lets.) 1° However, those same independent grocery stores do only 57 
percent of the total grocery business.’ It is evident that bakers are 
not keeping up with other food lines in chainstores. Furthermore, 
the small stores, which make up the bakers’ primary market, are 

rapidly shrinking in number. It is clear that the shift from inde- 
pendent- to chain-store domination of the grocery industry has a de- 
cidedly adverse effect on the wholesale baker. 

In addition to cutting down the number of available outlets for 
baked goods, the growing concentration in the grocery store industry 
has another adverse effect on the wholesale baking industry. Grocery 
chains or grocery affiliations and cooperatives have sufficient pur- 
chasing power to run private label operations. Grocery chains fre- 


1 See charts Nos. 10, 11, 12, and 13. 
122Data from an unpublished study conducted by the Economics of Distribution Founda- 


tion, Inc., “chains” refers to four or more stores under the same ownership. 
%3 See chart No. 18. 
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quently purchase or build their own baking plants and distribute 
baked goods directly to their member stores. In other cases, grocery 
chains will contract to purchase private label bakery products from 
independent wholesalers. Similarly, grocery affiliations or coopera- 
tives will also make such private label arrangements. Naturally, these 
private labels are in direct competition with the brands of the inde- 
pendent wholesalers. 

The “supermarket revolution” has also not worked in favor of the 
wholesale baker. First of all, supermarkets are frequently put up 
by existing grocery chains which may supply their own brand of 
baked goods. Secondly, even independent supermarkets may join 
cooperatives, which can arrange for private label baked goods. Fi- 
nally, the driver-salesman distribution system used by wholesale 
bakeries was not designed for handling the large orders which super- 
markets can absorb. 

In addition to changes in the grocery store industry, the baking 
industry is also faced with changes in consumer eating habits. The 
baking industry can no longer expect to grow by taking baking from 
the home into the factory. The change from home-baked to factory- 
produced goods is almost complete. In fact, baking might even be 
returning to the home to some extent due to prepared mixes and 
brown-’n-serve and frozen baked foods, which require some additional 
baking. The baking industry can look forward to a growth in con- 
sumption of baked goods due to growth in population. However, it 
appears that the per capita consumption of factory-baked goods is 
not increasing." 

These factors have had a definite effect on the baking industry. 
The growth of grocery chains and their favorable distribution costs 
for baked goods have encouraged the growth of grocerv chain bak- 
eries. Similarly, the high distribution costs faced by home service 
operations have presented many problems hard to solve."* Although 
the dollar sales volume for the three competitive sectors of the in- 
dustry has increased for each, much of the increase is attributable to 
price increases." 

Estimates of physical volume show that wholesalers increased their 
output some from 1947 to 1954; grocery chains grew substantially, 
while home service operations decreased.” Taking the population 
expansion into account, it is seen that per capita sales volume increased 
for the wholesale and grocery chain sectors but decreased for home 
service operations. The growth of the grocery chain bakeries from 
1947 to 1954 was quite astonishing. The number of plants increased 
from 90 to 142, or an increase of 58 percent, and these are generally 
large and highly efficient plants. The dollar sales volume increased 
by 77 percent.’* While in 1954 the grocery chain bakers did only 
about one-tenth of the total sales of baked goods in foodstores, the 
rapidity of the growth of this sector of the industry makes it the most 
important competitor for wholesale bakers. 

Tt is evident that wholesale bakers are competing with each other 
for an almost static total market for baked goods. Furthermore, this 





4 See chart No. 8. 
% See charts Nos. 1 and 2. 
16 See charts Nos. 3 and 4. 
See charts Nos. 5 and 6. 
* See charts Nos. 8. 1, and 4. 
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market is being seriously invaded by the grocery chain bakeries, which 
are growing at the expense of the rest of the industry. 

Wholesale bakers are under much pressure from independent gro- 
cers to provide private label bakery products for the grocers’ use. 
Some independent grocers are quite anxious to have low-priced pri- 
vate label bakery products so that they may compete with the larger 
grocery chains. As has already been mentioned, some independent 
grocery cooperatives have their own private label bakery products; 
some large independent supermarkets have also made such arrange- 
ments. While this may be advantageous to the gocery store and to 
the independent wholesaler who provides the private label, it Coes 
not solve the problem of the small wholesaler or the small grocery 
store. 


ONE REASON FOR THE RISE IN 'THE PRICE OF BREAD AT A FASTER RATE THAN 
THE RISE IN THE COST-OF-LIVING INDEX BETWEEN 1948 AND 1958 


With what I read as background, I should like to add my answer to 
a question the chairman of the subcommittee, Senator Kefauver, has 
asked of other witnesses, to wit: 

What is the explanation for the following: By 1958 the average retail price 
of bread had risen 45 percent from the average of 1947-49 compared with an 
increase of only 23 percent in the cost-of-living index. 


The answer, I believe, lies primarily in the fact of increased dis- 
tribution costs. Higher distribution costs resulted primarily from 
lower productivity of the route systems, increased competition, and, 
us a consequence, the inability to absorb rising costs through higher 


volume and lower unit expense. 

Bakers have not been able to increase the productivity of their 
route systems. Indeed, productivity has gone down although this 
might be obscured by the dollar values derived from the route as a 
result. of price increases. Actual pounds delivered per route has 
fallen. This does not mean that the route driver does not work as 
hard. As aresult of increased competition, he probably works harder 
but sells less pounds per store. 

The disappearance of about 100,000 small stores, the growing vol- 
wne of chainstore-baked bakery goods and other private label 
baked goods that is delivered by truckdrivers rather than through 
route salesmen, reduces the sales volume available to the sales route 
driver and increases the competition in the remaining outlets open 
to his sales efforts. The net result is higher unit costs of delivery. 

In production, increased compensation of workers could be and was 
offset by improved technology, which resulted in greater productivity. 

The census indicates that with about 8.6 percent less production 
employees in 1954 than in 1947, the baking industry produced 10 per- 
cent greater product but added 30 percent to its nonproduction staff 
over the same period, for a total increase of 3 percent in the total labor 
force. This added force was partially accountable to the introduction 
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of the 5-day week in the route sales department in many areas. This 
discrepancy between increases in productivity between production and 
distribution workers is providing the Nation with an economic dilem- 
ma. Workers feel justified in demanding increases in compensation 
when the productivity of their services increases. But workers in in- 
dustries or services in which productivity has not risen also feel justi- 
fied in demanding similar increases; and who is to tell them nay, 
particularly if they have a strong union to back up their demands? 

Can a solution be found for distribution problems in the baking 
industry? I think it can. It cannot be found in reducing workers’ 
compensation because, if anything, looking at. trends, these still seem 
to be headed upward. It can be found in the time-honored way of our 
American economic system by decreasing unit costs through in- 
creased productivity, which means in the distribution of bakery 
products by finding ways of putting more volume on route trucks. 

This solution will not be easy to arrive at because it involves chang- 
ing of customs and practices of long standing in the industry. The 
present, system of uniform commissions irrespective of type of de- 
ivery, for example, may be a drawback in getting large-volume stops 
on route trucks and might have to be modified to permit different 
types of deliveries at varying commission rates to fit the service; in 
other words, varied priced services performed by the same man from 
the same route trucks to serve different classes of customers may pro- 
vide an answer. 

The changes necessary to make route systems more efficient will not 
come overnight. It may be a painfully slow development, as many 
human problems are involved, but it will have to come if route sales- 
men’s jobs are to be maintained and the bakeries that depend on the 
route salesmen’s method of distribuition are to remain competitive. 

(The documents referred to follow :) 


TABLE I.—Baking industry product mix 


[In percent] 

Sector 
Product | 
Tome 


service 


Grocery 


Sa | Retail Industry 
| Wholesale chain 


multi- total 
outlet 


White pan bread ___...........---- : 44.6 | 32.8 | 43.6 10.6 42 
Bums, Wreet-tepe:.............-..- 10.7 j 4.{ 7.6 9. 
Other breads and rolls___-_- ees 13.7 9 | 12. .! 13. ¢ 
Sweet yeast goods_-.......--..- oneal 6.6 . 2 | 12. 2 21. 7 
Soft cakes ; Ce Seen subst ake 11.4 5.2 12.5 | 21.0 | 12 
Pies esis cee te eae Ae 6.4 ; 4.1 | | 6. 
Pastries ein adaueaten tae io é a 1. 4 4.6 1 
Cookies. ____ Peete rete ns 8 | of 5 | 
Doughnuts... ....._-- cole a / 3. 4 5.1 | 3. 

Other. __ ; ‘ ; 2.6 


csc-nae 


4.4 | 5.8 | 3 


NUE 





Total__- | 100.0 100.0 | 100.0 100 





| 
| 
| 


Source: Derived from data in “Bakery Products,” Bull. MC-20K, “1954 Census of Manufactures,” 
U.S. Department of Commerce, Bureau of the Census, Washington, D.C., 1956, 
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TaBie IIl.—Baking industry raw materials: Prices 


{In cents] 


Sector 
1954 prices in cents per pound of | 
Wholesale Grocery | Home service 
chain 
Wheat flour. -. 
Sugar (cane and beet) PETS ak wont 5 
Shortening. -_. pieaiean it ores aoee 22.6 
NS iin a e bkaxdueladck eo tabbeudeekdoakiea 19.0 
Dried milk __. - ; amp a ehiaee 15.7 
Frozen eggs... - 2 ecu eean 31.9 


Source: Derived from data in ‘“‘ Bakery Products,’’ Bull. MC-20E, ‘‘1954 Census of Manufactures,” 
U.8. Department of Commerce, Bureau of the Census, Washington, D.C., 1956. 


Tasie III.—Plant ownership of independent wholesale multiplant baking 
companies 


Percent of 
Number of plants in 


multiplant industry 
firms owned by 
multiplant 
firms 


21 to 80 plants. ; 6 
11 to 20 plants tiuleeckdo 6 
6 to 10 plants. _- : Senne cbdaiwedaaete uke 9 
2to6 plants......-..- aie 57 

All multiplants___-...-- 78 





Source: From an unpublished study of the Economies of Distribution Foundation, Inc, 
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THE Economics oF DIstRIBUTION FouNDATION, INC., REPORT 


OcToBER 17, 1956. 
From: Elna M. Loscher. 


To: David Kaplan. 


I am submitting for your consideration this report on— 
A. The retail outlets in which bread is sold; and 
B. An analysis of the job of driver-salesman. 

Both sections will be briefly treated in this report; additional and supporting 
materials are on file in the foundation offices. 

In section A I point out that small grocery stores have traditionally ac- 
counted for a major share of bread purchases—about one-half of the bread 
bought in retail food stores in 1955. These small outlets, however, are both 
diminishing in number and, in addition, are losing their market share to big 
supermarkets. Chains of supermarkets will be increasingly in position either 
to negotiate for private-label bread or to make it themselves. 

Section B of this report presents an engineering analysis of the driver- 
salesman’s job. A typical driver-salesman may spend less than half of his 
working time in physical handling of goods, about one-fourth of his time is 
devoted to recordkeeping, and about one-fifth to one-third is spent in driving. 

On the whole, larger stops (in terms of sales) are more efficiently serviced 
than stops with smaller unit sales. For example, it takes less time to make 
one delivery of $8 to one store than two deliveries of $4 each. This increase 
in efficiency with increasing sales, however, does not continue indefinitely. 
The efficiency seems to be highest between $10 and $20 per stop, and after that 
appears either to level off or even to drop slightly. This decline is apparently 
due to inefficiency in the physical handling of large orders. 


SECTION A. THE RETAIL OUTLETS IN WHICH BREAD IS SOLD 


This section of the report is concerned with sales of bread through retail food 
outlets, such as grocery stores, both independent and chain, and combination 
stores, such as delicatessens. It will not refer to sales of bread through bakery 


shops, house-to-house routes, etc. 
The outlets 


An important trend in food distributive facilities has been noted by “Pro- 
gressive Grocer” in their 1956 anual survey. Big markets are getting larger 
and more numerous and small stores are going out of business. Supermarkets 
almost doubled their share of the grocery market between 1952 and 1955. Dur- 
ms the same period of time, small stores lost about one-third of their market 
share. 

This trend to larger stores applies to both independently operated and chain- 
operated food stores. According to the “Progressive Grocer” report, the big 
chains are not materially increasing their share of the market. Small chains 


and associations, however, are apparently expanding rapidly, and are doing 
very well indeed. 


Implications for the baking industry 


This situation has two significant implications for the baking industry. First, 
a major market for the industry—the small independent grocery store—is 
diminishing both in number and importance. Thus there are fewer available 
outlets for baked goods. Secondly, as the buying power of new chains increases, 
these chains will become interested in privately labeled and, perhaps, privately 
made baked goods, as many of the older established chains have already done. 
Competition among supermarkets, moreover, is expected to increase sharply 
during the next few years. Low-priced, privately labeled bread will undoubtedly 
play a role as a competitive weapon. 


Bread sales among outlets 


An attempt was made to estimate the amounts of bread currently being dis- 
tributed through the various types of food stores. The figures presented below 
in table I are of some interest, but should not be considered as having a high 
degree of validity. A much more reliable estimate will be derived from the 
forthcoming ‘‘Census of Manufactures” report. 

The figures shown in table I below were derived from two sources. Hstimates 
for bread and baked goods were taken from the Fleischmann Consumer Panel Re- 
port on Baked Food Purchases, revised edition (1956). The “all food products” 
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column was based on data presented in the “Progressive Grocer” study already 
mentioned. Since the Fleischmann report does not define its categories of out- 
lets, there is no way of knowing whether or not the data for each outlet type 
are comparable. 


TABLE I.—Each outlet’s share of market for goods bought in retail outlets 
(1955 figures) 


[In percent] 

















Bread All baked 


goods 


All food 
products 






Chain groceries. ...........-- 
Independent supermarkets. - - 
Independent groceries. - ...-- 


wenn cddescanesdeeunasanasesencsamesaencossannseonse 100 





These figures may not be strictly accurate or comparable, but they do seem 
reasonable. It is intuitively felt, for example, that independent groceries (in- 
cluding delicatessens) sell comparatively more bread than do larger stores. 
Chainstores apparently sell a lot of baked goods; how much of this is their own 
private label is an open question. Independent supermarkets apparently sell 
little bread or other baked goods; and yet independent supermarkets are the 
fastest growing sector of the food distribution industry. 





















SECTION B. AN ANALYSIS OF THE JOB OF DRIVER-SALESMAN 





An engineering activity study was made of the job of cake and bread driver- 
salesman, to determine— 
1. The job content and the nature of the activities performed ; 
2. How much time is spent in carrying out these activities; and 
3. What changes occur in the job elements as the volume of sales per stop 
increases, with special attention paid to deliveries to supermarkets. 

Three routes were observed in two different companies, two in New York City 
and one in a suburban area near the city. Of course, these studies are not 
sufficient to form a basis for definitive conclusions. Nevertheless, their results 
pas Ye considerable interest, for they may well be descriptive of the industry as 
a whole. 

The conclusions derived from these studies are summarized as follows: 

1. The relative efficiency of deliveties appears to increase with sales for most 
levels of sales, but remains the same or drops lightly for large stops such as 
supermarkets. This drop seems to be attributable primarily to decreasing effi- 
ciency in the physical handling of larger order sizes. 

2. It would seemn that cake can be handled rather more efficiently than bread. 
It will be shown below that this finding supports the contention that the physical 
handling of merchandise becomes less efficient as larger volumes are en- 
countered. 























The job content 


The driver-salesman typically performs the following activities: 

1. He loads bread and cake at the bakery or depot, checking amounts at the 
same time. 

2. He drives to the route. 

3. He makes a number of “drop deliveries” to stores which are not yet open, 
and to which he will return later in the day. 

4. He delivers to each regular stop. <A typical order of actions might be: 

(a) Walk to store from truck. 

(b) At the baked goods display, rearrange cake and bread. At the same 
time, he determines what items should be brought in, and, depending on the 
company regulations, he may note in a route book the items that he finds 
(carryover). 

(c) Walk to truck from store. 

(d@) On truck, select merchandise to be left in the store. Periodically, he 
must rearrange his inventory on the truck for ease in selection. 

(e) Write bill for store as merchandise is selected. 
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(f) Carry merchandise to store. 

(g) Show clerk (or manager) merchandise and bill. He may have to wait 
for clerk to be free. 

(h) Place bread and cake on the baked goods display. 

(i) Receive money for merchandise brought into store. (For charge accounts, 
the bill is signed.) He may have to wait for clerk to be free to pay, or sign, 
the bill. 

(j) Walk to truck. Depending on company regulations, he may write the 
amount of sale in a route book. 

(k) Drive to the next stop, and park (or double park, if permitted). 

If stale merchandise is to be removed from the store, he usually shows it to 
the clerk and takes it back to the truck on his second trip. In large stores, it 
may be necessary to make several trips for merchandise to and from the truck. 
Bills for large orders are usually written in the store, rather than on the truck. 

5. Upon completion of the route, the driver-salesman rearranges his truck, 
and makes out a stale sheet showing his returns. 

6. He drives back to the bakery or depot. 

7. He unloads his stales and checks them off with a return clerk. 

8. He unloads his bins and parks the truck. 

9. He calculates his sales and turns his receipts in to a cashier. 

10. He makes up a requisition order for the second day later. (This may be 
done instead by the sales supervisor, in which case the driver-salesman must 
submit a tally of carryover to be used as a basis for the order.) 


Time spent on job 


The data shown in table II below are based on one city route, observed during 
the month of August 1956. It should be noted that this route is considered by 
company Officials as one of the most desirable in the city. 


TABLE II.—Time spent on job activities 


Activity Minutes Percent of 
total time 


Handle merchandise, not on route: 
Load bread...-..--.--- a 
Load cake_-- sank : < 
POR SIGRID og cucnsnds pduvencécimetensneiu nennuesnasnnbGne 
Check stales...........- 
Remove cartons. ------ 


6 ES Sao Peer ssh ke 


Drive: 
Around loading area... ----- 
To and from route. _. 
On route--.-.---- jae 


Record keeping: 
Turn in receipts-_ ----- - 
Calculate for next order 


Personal. 
Deliver on route 


Total for day 
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The relative amounts of time devoted to activities performed on the route 
ave shown in figure I. For the purpose of this analysis, the stops considered 
were divided into five groups, as follows: 


Sales per stop — of 


0 $7. 
$8 to $11.99._-..-.. 
Over $12 


The activities described in figure I are composed of the following elements: 
Physical handling of merchandise: 


Delivery (selection of merchandise on the truck ; taking goods into the store; 
walking back to the truck). 


Display (rearranging goods on the shelf; placing new merchandise in the 
display space). 
Recordkeeping : 
Delivery (waiting for clerk to check off goods ; check off merchandise brought 
in 


Payment (write bill ; wait for payment; receive payment). 
Ordering (write up carryover in book; walk to and from truck). 


Ficure I.—AVERAGE PERCENTAGE OF TIME SPENT ON ROUTE ACTIVITIES 
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Figure I shows the average percentages of time spent in sevicing a stop, for 
each group. For example, for an average store in group A, 31 percent of the time 
spent on that stop is devoted to delivering the merchandise. It is evident that 
the amount of time devoted to physical handling becomes greater as the size of the 
stop increases. 

Efficiency as a function of sales 


The overall efficiency for each stop was plotted as a function of sales for the 
city route described above and one suburban route. These plots are shown in 
figures II and III, respectively. Efficiency is measured for each stop as the net 
dollars of sales divided by the amount of time required to service the stop. 
The points have been plotted exclusive of driving time, and the solid curve in each 
case shows the average efficiency of the stop, excluding driving time. The 
broken line, however, takes account of the effect of driving time on the overall 
efficiency. 

It is evident that even when driving time is included as part of the total time 
to service a store, the efficiency for very large stops (above $24) tends to de- 
crease rather than to increase. This finding is of special interest in view of the 
fact that the relative number of supermarkets, to which such large sales can be 
made, is expected to increase. 

Analysis of the operations performed on the route reveal that the recordkeeping 
functions become increasingly efficient (as measured by sales per stop divided 
by time to perform activity) with larger sales volume. The elements of physical 
handling, however, behave rather differently. The efficiencies of delivery opera- 
tions increase rapidly over groups A, B, and C, less rapidly from C to D, and 
stabilize for E. This is shown in figure IV. 


Ficure 1V.—Group DELIVERY EFFICIENCIES 
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The display functions also increase for most groups, but then their efficien- 
cies actually decline for groups D and BH, as illustrated in figure V. 


Fieure V.—Grovup DISPLAY EFFICIENCIES 
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The elements shown in the preceding graph in summary are illustrated indi- 
vidually in figure VI. The plotted points shown as circles represent the effi- 
ciencies of placing cake on the display racks, and are calculated by dividing cake 
sale by time to place. Similarly, the points plotted as triangles represent the 
efficiencies of placing bread on the display racks, are are calculated by dividing 
bread sales by associated times. 

It is noted that the trend of cake efficiency is higher than that of bread. 
This probably reflects the fact that the value density of cake is higher than that 
of bread; that is, a given volume of cake usually has a higher selling valuation 
than the same volume of bread. 


Tieasraem WY We « cearteere: Wieser ated a fs. oo, 





efficien- 


ated indi- 
t the effi- 
ding cake 
esent the 
’ dividing 


of bread. 
than that 
valuation 


Figure VI.—PLACEMENT EFFICIENCIES OF CAKE AND BREAD 
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The conclusions drawn from these time studies of driver routes may not 
pertain to the entire industry. Additional studies would be needed in order 


to confirm the generality of the findings presented in this report. 
Respectfully submitted, 











DLNA M. LoscHeEr. 

Senator Carrotit. Do any of you have attachments with those 
statements that you want to submit? 

Mr. Karwan. I believe I have. 

Senator Carroutyi. It will depend upon the nature of the record 
whether we put them in the record or in the files. 

Mr. Karran. It is at the pleasure of the committee so far as my 
attachment is concerned. 

Senator Carrouii, Gentlemen, as is often the case when we have 
so many committee and subcommittee meetings, I want to say to you 
that in my own situation I have a very important subcommittee meet- 
ing at 10:30. That is in 5 minutes. There is a controversial piece 
of legislation before us called civil rights legislation. We have been 
trying to get a quorum on this committee for many meetings. We 
are drafting a bill for civil rights legislation and we can’t proceed 
unless we have a quorum, and we have had difficulty getting a quorum. 

It is imperative that I be there. At least I want to keep my own 
record clear as I am in favor of some of this legislation, and I want 
to be there to mark it up. For that reason I am going to have to leave 
you in about 5 minutes. Does counsel have any suggestions in this 
case ? 

Mr. Drxon. I would suggest letting Mr. Duchaine hit some of the 
highlights of his statement in that short time. 

Senator Carrotu. Mr. Duchaine, will you begin your testimony ? 
Do you want to read it or summarize it ? 

Mr. Ducuarne. I would like to read it if possible. 

Mr. Dixon. It has been put in the record, as the chairman said, as 


if you read it. If you want to hit some of the high points, I would 
suggest you do it, sir. : 

























































































STATEMENT OF JOSEPH P. DUCHAINE, MY BREAD BAKING CO0., NEW 
BEDFORD, MASS., ACCOMPANIED BY HARRY LITWIN, ATTORNEY 





Mr. Ducuarne. To introduce myself, I am Joseph P. Duchaine, 
and I am the proprietor of the My Bread Baking Co. of New Bedford, 
Mass., and reside in Massachusetts. 

My company was originally founded by my father. Its operation 
was taken over by myself some 30 years ago, at which time it was a 
very small bakery operating just a few horses and wagon routes. 

Today my company would be rated among the larger single-plant 
independent bakers in the United States and probably the largest 
independent bakery operated under one roof in New England. 

We have a total of 110 routes in the States of Massachusetts, Rhode 
Island, and Connecticut. 

I am testifying here as an independent baker and individual plant 
owner. However, since some of my testimony will make references 
to the Quality Bakers of America Cooperative, whose general man- 
ager, George N. Graf, has already been heard by this committee, I 
thought to mention incidentally that my bakery joined Quality 
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Bakers of America Cooperative, Inc., in 1926 and has been a member 
since. 

I myself have been a director of said cooperative for the past 25 
years. These incidentally are nonsalaried positions. 

However, because of my belief in the principle of cooperation and 
my conviction that cooperation between independent small business- 
men is the most important key to survival, [ have freely and willingly 
devoted an average of 114 to 2 days a week of my time to the interests 
of Quality Bakers of America—all this without any recompense other 
than the awareness of the fact that my company would not be where 
it is today, perhaps would not even be in existence without the assist- 
ance which QBA has given me. 

Incidentally, there has been much said about the Management Guid- 
ance Cooperatives in the baking industry during these hearings. Spe- 
cifically, there has been certain rather one-sided testimony regarding 
cellophane sale and/or so-called “purchasing”. With reference to 
this, the committee has been apparently trying to ascertain the reason 
for the sudden and almost simultaneous and successful action by sev- 
eral of the big baking corporations to coerce the American Viscose Co. 
into discontinuing its jobber distribution through cooperatives. 

In justification for their action, the executives of several of the big 
corporations quoted their own self-serving and erroneous conclusions 
that QBA members were getting a better price. 

To an outsider or to anyone unacquainted with the true function 
performed by QBA in connection with its purchase and resale of cello- 
phane, the record of these hearings as they stand today could readily 
be misquoted or misinterpreted and so do great harm to us. 

Since the concerted action of these corporations has been successful 
in forcing Viscose to discontinue. its arrangement and has already dam- 
aged us severely financially, and lest others, from what appears on the 
record, erroneously conclude there was some justification for their 
action, I plead with the committee to allow me to submit for the record 
a statement on this subject which I have prepared and have with me. 

Having spent most of my business lifetime in an effort to strengthen 
our cooperative and to increase its value as a vehicle of survival for 
independent bakers, I feel that the statement of Mr. Newton Laughlin, 
president of Continental Baking Co., particularly should be clarified 
and I am prepared to read the statement if you so desire or merely 
submit it without comment. 

And now for the major purpose of my appearance as an individual 
and independent baker. 

The claim is often made by large corporations in America that their 
existence and the practices harmful to small operators, which are a 
part of this éxistence, are justified by the fact that they and they alone 
make the major research and development contributions to the 
industry. 

Your committee staff has asked me to cover this point with regard 
to the baking industry and with specific reference to research projects 
at my own plant. 

Through my association with QBA, Iam fairly well acquainted with 
the baking industry on the national scene and I can honestly say I 
know of no major or revolutionary research contributions to the in- 
dustry by the large corporations. 


6528 ADMINISTERED PRICES 


I am aware of the fact that Continental Baking Co. has a sizable 
research budget. I understand it averages over a half million dollars 
annually. 

I must presume, however, that the output of this department is 
devoted primarily to research on cutting costs and strengthening them- 
selves in competition, for I know of no important direct industry con- 
tribution which has come from their research, 

As the committee is aware, the price of bread today is dependent on 
such costs as labor, wrapping, distribution, advertising, stales, etc., far 
more than on the cost of ingredients, 

Consequently, research on breadmaking itself, if they are conducting 
any, is in these areas rather than in areas which are likely to benefit 
the public. Therefore large company research is invariably for its 
own benefit and designed to improve its own efficiency to compete bet- 
ter against small companies. In this industry, it is not basically for 
consumer benefit. 

On the other hand, the smaller bakeries being more accessible and 
willing to experiment are more frequently used as guinea pigs by the 
allied machinery and other supply companies for their experimental 
development. 

The output of such research is generally given to the industry. 

I understand, for example, that the “brown ’n serve” process of 
baking which has added new markets and increased sales to the indus- 
a was developed by a very small bakery and promoted by General 
Mills. 

The slicing of bread which was probably one of the greatest con- 
tributions in service to the consumer by the baking industry in the 

ast half century was first developed and exploited by smaller bakers 
fore the big corporations took over. 

This same is true in the case of the Do Maker or Continuous Mix 
process developed by Wallace & Tiernan of Belleville, N.J., and finally 
made practical in my own bakery at New Bedford, Mass., with my 
own and such other staff help I could obtain. Briefly, this is the story. 

For a thousand or more years bread has been baked by essentially 
the same procedure. True, the machinery changed and became more 
efficient and larger, but basically the process was the same. The baker 
first mixed a “sponge” in a constantly larger sized mixer. This sponge 
contained the primary: ingredients—some of the flour, water, yeast, 
etc. 

The sponge was allowed to ferment several hours in a controlled 
conditioned room; then brought back to the mixer and remixed with 
the balance of the ingredients. 

Again, it was allowed certain floor time, after which it passed 
through a series of machines—a divider and a rounder. Then toa 
complicated apparatus known as a proofer for a number of minutes; 
finally to the molder, after which it was ready for another long stay in 
a humidified box, known as the steam proofer; then to the oven. 

For many years, Dr. John C. Baker of Wallace & Tiernan, a noted 
cereal chemist dreamed of a way to revolutionize this process. For 
many years he sought a way of accomplishing all of this which re- 
quired from 5 to 6 hours or more in a matter of minutes. He dreamed 
of a “continuous” mix process in which the ingredients would flow in 
a steady even stream into a mechanism which would properly and 
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quickly blend and develop them into dough in small continuous 
amounts and result, therefore, in a continuous flow of dough ready for 
the pans. 

In 1952, Wallace & Tiernan announced the completion of Dr. Baker’s 
work and built a pilot model in Belleville, N.J., which bakers all over 
the United States were invited to see. 

These bakers were intrigued, amazed, and excited. However, up to 
this point bread had only been made on a pilot model. 

The product was variable and the flavor left much to be desired, but 
the process did show possibilities. Furthermore the cost was quoted 
at $100,000 per unit, plus installation, and there were few takers. 

Finally Wallace & Tiernan announced it planned to build six field 
models. Four of the large bakery corporations: Continental, Na- 
tional, General, and American, each contracted for one. Two were 
left and offered to independent bakers. 

Many QBA members had visited the pilot installation and were 
most excited about it, but none could afford the cost nor the risk. 
Finally at the annual meeting of the QBA members in 1952, it was 
proposed and voted that all the members of QBA share the risk and 
underwrite one unit. 

This was to be installed in one member’s plant under the condition 
that said member would pay for it if it was successful. And if it was 
a failure all the members individually would share the cost. 

My bakery at New Bedford was selected for the experiment and the 
unit was installed that fall. No amount of time at this meeting would 
permit me to tell you the difficulties, the hardships, and the waste we 
encountered. 

The large corporations were having the same difficulties and by 
spring we welcomed a proposal to meet with their production person- 
nel and compare notes on the production problems of this process. 

We found that actually they were far behind us. By late summer 
all the large corporations gave up and discontinued, but doggedly 
our bakery carried on. 

It became a matter of personal pride with me and while my agree- 
ment with QBA covered only the cost of the equipment if unsuccess- 
ful, I spent a small fortune on my own in literally hundreds of ex- 
—* wasted and destroyed dough, and upsets of my working 

orce. 

By fall of 1953, we really began to make progress and in the spring 
of 1954, we converted all of our white bread production to the new 
process. 

QBA developed and registered the trademark, “Batter Whipped,” 
for the process. We advertised it widely and it has been sensational 
success. (BA members next proceeded to buy up all six of the field 
models which were owned by the large companies who had ceased 
experimentation. 

Following this, our bakery at our own expense became host to scores 
and scores of visiting bakers—both QBA members and nonmembers 
as well as to bakers from many foreign countries—who wished to see 
the process. 

Despite the initial investment which today represents some $150,000 
plus an equal amount for advertising some 30 QBA members have 
mstalled the equipment, plus others who have the equipment on 
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order, and it is my opinion that QBA members alone have risked a 
total of $8 to $10 million in the process. 

I feel that this is an excellent illustration of the fact that smaller 
corporations are neither unwilling, incapable, nor undesirous of ven- 
turing into research and taking the risks involved. 

It has been said that research is the main ingredient that makes big 
companies bigger and keeps small companies small. In a way this is 
true, for most applied research is selfish and guarded as a weapon to 
conquer competition, rather than to advance an industry. 

That is especially true in the baking field. In the Sey Bakers of 
America organization we are not unmindful of this and while we will 
probably never be able to completely match the experimental re- 
search budgets of such giants as Continental, I might mention that as 
independents, we have endeavored to do so and have frequently pooled 
our resources to explore some important phase of applied research. 

In recent years we have conducted sizable and costly studies in 
such areas as the use of freshness improvers, aptitude testing as a 
vehicle for better salesman and supervisory selection, distribution 
control, and the mathematics of store inventory, operations analysis, 
the economics of the small and unprofitable stop, the use polyethylene 
a packaging material, bread crumbs and other uses for out-of-date 

read. 

Our group of independent bakers years ago developed the process 
known as hot sponges for better bread flavor. We originated also a 
process known as loose molding out of which later came a popular 
process known as cross grain molding which achieved better grain 
and texture. We also originated a procedure in truck loading known 
as tube loading helpful in handling today’s aluminum truck bodies 
now so popular in the industry. 

All the above-mentioned processes were made available to the in- 
dustry. My own bakery spent a fortune in developing package regis- 
tration and in inventing and perfecting a mechanical procedure for 
registration or what is known gs positioning all wax wrappers which 
has also been made available to all bakers. 

I might add proudly that while all QBA members are willing to 
offer their plants for the experiments incidental to these studies, my 
plant has been most frequently selected because of its proximity and 
the competence of my staff. 

Now before I leave this stand and strictly as one individual inde- 
pendent baker from New England, with your permission, I would like 
to make just a few brief additional remarks. 

Much has been said at these hearings about the chainstore bakeries 
and their contribution to the bitter competitiveness in our industry. 

This I do not deny and I agree that something should be done about 
it, particularly about the disclosure of their operation figures, just as 
is required of us; selling, when they do it, below actual cost; and using | 
baked foods as a destructive competitive weapon. I think that gro- | 
cery stores should stay with their function as distributors and not 
go into every form of manufacturing if small business is to survive. 

But the chainstores are not solely responsible for our problems; 
between the secondary price loaves and the private label brands which 
bakers now offer to nonbaking chains and to independents, I think 
the expansion of chainstore bakeries and the building of new baking 
plants is pretty well checked. : 
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I honestly think that the key to many of our problems as independ- 
ent operators lies in the use of the monopolistic power practices which 
Mr. George Gaf enumerated as fears in his testimony of June 16. If 
the independent is to survive these power practices must be stopped. 

I have read most of the testimony of these hearings and repeatedly 
when the question arises about selling bread at lower prices at great 
distances away from the home plant, the answer invariably is the 
same: “We have to meet competition.” This is quite true and I am 
quite frank to admit that possibly the same applies to my own bakery. 

But the real point at issue is who set the price, and when, and why ? 
Quite frequently it was inferred that some local independent did. If 
so and if he is making a profit at that figure, then he ought to survive 
because he is more efficient than the invading baker from the distant 
big city. But if not, then quite possibly the invading baker or several 
of them forced it and that is the real crux of the problem. 

Your staff, for example, questioned me about an incident in New 
England and inquired about the effect on my business. It seems that 
in September 1958 Continental Baking Co. announced a price in- 
crease of 2 cents per loaf in the New York metropolitan market. 
Previously to that the price in New York City coincided with Boston. 

About this same time or a little before, my salesmen began to re- 
port an increase in the weight of Continental’s bread in Boston. We 
weighed loaves and found them often as much as 4 ounces heavier. 

Now it happens that the bread we produce by the Do Maker proc- 
ess mentioned previously is rather beautiful in grain and structure. 

Its uniformity and fine grain is noticeable and we advertise : “Com- 
pare. No holes, no streaks, no poor end slices in Sunbeam Bread.” 
Apparently, we have been giving Continental some competition in 
Boston which they consider their market. 

They claimed this was done to-meet competition—presumably added 
weight to reduce the number of holes in their bread and to achieve 
better grain. 

However, since it amounted in essence to a 20-percent drop in price, 
who can deny that it wasn’t also a move to weaken competition, 
perhaps even welcomed as an excuse, especially when made in the face 
of the necessity of a price increase in New York City presumably 
justified by costs. 

Furthermore, very soon thereafter—October 7 to be exact—Conti- 
nental Baking Co. increased its pan size in Boston and advertised “big 
new Wonder Bread with 10 percent more weight.” I submit this ad 
from the Boston newspapers as an exhibit. Furthermore, they con- 
tinued this advertising on a heavy schedule. Here is another ad in the 
same vein dated January 16, 1959. 

Now since it takes up to 8 weeks and more to order and secure new 
pans, this announcement of the big new loaf was undoubtedly the 
result of a strategy planned well before the New York City price 
increase. 

Doesn’t it seem on the record that the millions of consumers in the 
New York area are being taxed for the temporary benefit of Boston, 
while certain competition is being knocked out? Later it will probably 
become the turn for Boston consumers to pay while competition in 
some other city is brought to its knees, then the price after this cycle 
goes up for all. 
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Who gains in such an exchange? Certainly not the consumer; in 
the long run, she is paying the cost of establishing monopolies. 

In the same vein, only a few weeks ago, Continental Baking Co.— 
who never seriously solicited the restaurant business in Boston— 
decided to capture some of the business in this field. 

Right at the opening of the big summer roll and bun business, on 
which many smaller bakers depend for a living, and right after these 
bakers have been making rolls probably unprofitably for 9 months 
to hold their customers for the big 3-month rush season, Continental 
announced a 3-cent drop in the price of finger and barbecue rolls. 
They contended they were meeting prevailing prices. 

Now, it is true there are a few small marginal bakers in Boston 
who have always sold rolls slightly below us, but these bakers have 
always been existent and hurt no one. For the balance of the bakers, 
rolls have reached a normal and reasonable prevailing price level 
which Continental broke. 

Naturally we independent bakers met the new price. Continental 
gained no new business but since they had none anyway they lost 
nothing. However, all the rest of the bakers lost 3 cents per dozen 
in income over the good roll season and were weakened by that much. 
Is such an action truly meeting competition, or is it just a form of 
power practice to sell products lower in one market than in another, 
while clobbering the smaller operators just when they need it most ? 

ody this just a pretense to use “meeting a price” for their own 
ends ? 

Akin to this type of competitive activity is the technique of con- 
quering via the establishment of outlying loading stations. Mr. 
Laughlin facetiously remarked that he ought to be protected from 
independents when he saw their profit performance was higher. 

Investigation may well prove that the lower profit performance 
of the giants is far from a consumer economic benefit but actually 
a result of overexpansion of loading stations, for which the big 
bakers, especially Continental, are noted. 

It is questionable mathematics, indeed, to prove that a 2-cent price 
drop 200 miles from home can in any way be justified by the so-called 
extra volume obtained at the bakery. When this happens to a small 
baker, he usually pulls out of the territory. A giant baker uncon- 
cerned with a lower return to the stockholder cannot only hold on 
for years, but might even welcome the existence of a lower price and 
would be definitely tempted to encourage it. 

For one thing, his very presence thins down the total volume avail- 
able to the local bakers. This, plus the lower price, speeds the day 
when the locals are crippled or out of business. 

After that, the New York-Boston technique, which I mentioned 
above, comes into play ; the price goes up and the local consumers begin 
to pay for the deal. 

Then actually the move becomes good business for the capital in- 
vestment is returned manyfold over the years. 

As an independent baker, I fear these types of destructive power 
practices far more than any primary competition of the chainstore 
bakers, for I have no weapon against this type of competition, and 
it hurts me directly where 100 percent of my business is located. 
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What we need, therefore, in my opinion, is fair and reasonable 
ground rules to prevent, first of all, price swinging from market to 
market, clobbering, discriminatory pricing and discounts, and vicious 
direct undermining and conquering as a road to subsequent acquisi- 
tion. 

I sincerely hope this committee can evolve such rules. 

To clarify the record of June 18, 1959, regarding statement of 
R. Newton Laughlin and other officers of Continental Baking Co. 
regarding purchases of cellophane: 

On Thursday, June 18, 1959, when R. Newton Laughlin, president 
of Continental Baking Co., appeared before the committee, there was 
written into the record of his testimony, pages 179-197, certain ref- 
erences to purchases of cellophane from the American Viscose Co. 

Specifically, Continental Baking Co., in bringing excessive pres- 
sure on American Viscose Co., forcing them to discontinue its jobber 
arrangement with Quality Bakers of America and other bakery man- 
agement cooperatives, justified its action merely on the basis of their 
own personal opinion as to the jobber status of these cooperatives. 

At the same time, Continental admitted making certain purchases 
(roughly 25 percent) of their own cellophane purchases from a jobber, 
proving that they not only use the services of such a distributor, but 
also that they are not unaware of his function. 

Speaking for ourselves in Quality Bakers of America, we feel that 
the statements of Mr. Laughlin, Mr. Hessel, and particularly Mr. 
Anderson, being only opinions, are incorrect, misinformed, and ill ad- 
vised. We feel, too, that they could be detrimental to us if ever taken 
literally by outsiders who are unacquainted with our real status and 
function as jobbers. 

We beg, therefore, to include the following information in the 
record, which information is and has been available to Continental. 

Starting some 25 years ago, when cellophane was a little known 
product in the baking industry and when American Viscose was a rela- 
tively small producer compared with Du Pont—the then only other 
large manufacturer of this product—Viscose elected to solve its dis- 
tribution and sales problems by augmenting its selling power with 
jobbers. We could not represent both companies as jobbers as they 
sold like products. 

At that time, QBA became a jobber for Viscose—faithfully selling, 
servicing, and performing the full jobber function exclusively for this 
manufacturer ever since. 

As a result of our efforts in the intervening years, we built our sales 
for this company to a volume of approximately 5 million pounds an- 
nually which, contrary to Mr. Hessel’s testimony is almost five times 
as great as Continental purchases from them. 

This achievement was not attained lightly, nor was it achieved with- 
out the expenditure of a great deal of time, effort, sacrifice, and 
money. Contrary to the impression which Continental tried to make, 
the QBA member is not a captive buyer to be compared with one of 
their own plants. 

The QBA member is completely free and untrammeled. He can 
purchase where and how he wishes and on any terms and in any 
quantities he desires. 
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Even in buying supplies from his own cooperative, he wants com- 
petitive prices, service, quality, and terms. He also wants and is en- 
titled to attention, service, and satisfaction when the quality is not 
right. 

In the initial buildup of sales on a new product, these service and 
quality guarantee costs are often greater than the jobbers’ discounts 
earned. I know this was true in the early days on cellophane. 

It is very evident then that the sale of supplies to our members 
not only requires persuasion and sales effort comparable with what 
the manufacturer himself would have to use, but it also necessitates 
service, financing, and credit risks which are in no way incurred 
by a large singly owned corporation. 

Specifically in our jobber function QBA. offered and performed for 
American Viscose the following services: 

1. QBA purchases and takes title to all supplies practically on a 
cash basis. (All invoices are paid by it within 48 hours.) 

2. QBA assumes all credit risks on resales to our customers. We 
accept responsibility for all claims, adjustments, and at our expense 
handle all facets of problems in connection with them. 

3. QBA personnel make sales calls and sell cellophane to our mem- 
ber bakers and others who are present and prospective customers. 

4. QBA fieldmen and other personnel furnish technical service and 
information with respect to the use of the cellophane which we sell. 

5. QBA stands prepared to reimburse Viscose for any service calls 
made by their technical department at our request. 

6. QBA actively promotes by mail, word of mouth, and personal 
contact. We distribute at our expense bulletins, brochures, and ad- 
vertising material produced by Viscose and designed to sell or increase 
usage of cellophane. 

7. The cellophane purchased from American Viscose and resold 
by QBA is properly labeled with their trademark and represented by 
us as manufactured by Viscose. 

8. QBA ascertains that certain stock sizes are readily available for 
emergency shipment. 

9. QBA keeps the manufacturer advised of market and technical 
problems we encounter, new areas for sales, and new customers we 
are contacting. We stand prepared upon request to provide names, 
addresses, and other pertinent data with respect to calls upon pros- 
pective purchasers of cellophane. 

10. QBA furnishes all technical information we acquire regarding 
cellophane and its uses and potential uses. We work closely with 
the manufacturer’s technical service, market development, and _re- 
search departments in servicing our accounts and in the develop- 
ment of new and improved types of cellophane and other packaging 
films which he might manufacture and sell to us. 

11. QBA laboratory and QBA engineering departments make 
real and tangible contributions in study, observation, and control. 
Field engineering staff working directly on wrapping machines and 
packaging problems in over 100 plants provide a tremendously val- 
uable service which would be very costly for manufacturers to dupli- 
cate. 

12. QBA provides at regular intervals estimates of the kinds and 
amounts of cellophane that we expect to sell during the next period. 
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13. QBA jobs exclusively for American Viscose to enable us to per- 
form a zealous and conscizntious sales and service function. We 
represent no other cellophane manufacturer. 

Since we own no bakeries and purchase not a single pound of cello- 
phane for our own use, it is quite apparent that the jobber or func- 
tional discount to which the Continental executives refer is not a 
price reduction as they infer, but a transfer of some of the ordinary 
sales and service costs of the manufacturer to another agency, which 
in turn is obligated to render them. 

Continental Baking Co. is familiar with this form of distribution 
and sales expense. They themselves extensively use jobbers, or what 
we call “bobtailers,” in the sale and distribution of their own prod- 
ucts. Such jobbers operate on a discount basis of 20 to 30 percent 
for the performance of their function. 

Such a procedure is often more economical than trying to main- 
tain a full direct selling force. In case of a small manufacturer 
with a nationwide but thin market, or for a manufacturer just start- 
ing up, such procedure is a necessity. 

It is thus a great aid to the survival of small business, since it saves 
time, effort, capital investment, expensive travel, training of men, 
et cetera. 

Since these costs of fulfilling his duties and obligations and render- 
ing his service are from the jobber’s standpoint not only tangible and 
real, but obligatory, and since no member of QBA has ever been billed 
by us under the list price, it is obvious that no member ever bought 
cellophane from us at lower cost than Continental. 

True, if we accomplished savings under the jobber arrangement as 
part owner of the corporation, he would eventually participate in 
them. On the other hand, however, he would have to share the loss if 
there were a loss. 

All of the above facts are available and were made known to and are 
known by Continental Baking Co. who use the jobber function them- 
selves in their own distribution. It would seem unreasonable and in- 
consistent for them to use it for their own advantage when practical 
and deny it to others when it suits their purpose. 

Furthermore, then, admittedly they were purchasing some cello- 
phane from a jobber and frankly the offer was made to them to be 
one of our jobber customers. 

In view of these facts, the only interpretation we can make of their 
ation to join with other large corporations to bring pressure on 
Viscose to discontinue the use of jeuhie services is that they will- 
fully and knowingly desired to use their own strength to weaken 
and destroy the cooperatives or weaken us and our numbers in com- 
petition. 

Mr. Briarr. Mr. Duchaine, the chairman would probably be in- 
terested in what happened to the price in Boston coincident with the 
change in the price in New York City. 

Mr. Duchaine, Mr. Chairman, is president of the Quality Bakers 
Association of America, as well as being president of his own bak- 
ingcompany. There was a change in price in Boston that occurred— 
what was a decrease in the price at Boston that took place on the same 
day that Continental Baking Co., among others, increased the price 
m New York City. And that is one of the highlights of Mr. Du- 
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chaine’s testimony that perhaps he would wish to call to your at- 
tention at this moment. 

Senator Carrot. Will somebody be kind enough to notify Senator 
Hennings that I am here and available. I want the record to show 
that I will be there at 10: 30. 

These gentlemen have come from great distances to give their testi- 
mony and I want to give them every opportunity to be heard and make 
a full presentation. 

Mr. Ducnatrne. I was questioned by your staff as to the incident 
of price increase in New York simultaneously with a weight increase 
in Boston market, southeastern Massachusetts, and the State of Rhode 
Island. 

In the Boston market Continental increased the weight of its bread 
by 4 ounces with no increase in price, and in New York they increased 
the price to the consumer by 2 cents. They claim that the reason they 
did that is because of the quality of bread. The doughmaking process, 
a continuous process of baking bread, produced a loaf of bread with- 
out holes, and the only way they could meet the competition and not 
lose the business which they claim was their market, the Boston mar- 
ket, was by putting in more weight in the loaf and automatically 
reducing the price about 20 percent. 

Mr. Buatr. As you brought out in your statement, Mr. Duchaine, 
this doughmaking process was one that you utilized and in effect had 
pioneered. 

Mr. Ducnatne. Pioneered, developed it in our plant; and it pro- 
duced a loaf of bread with finer grain, finer textures, no holes, no 
streaks, and no poor end slices. 

Mr. Buatr. Continental did not use this process. 

Mr. Ducuatne. No. They had a machine and like equipment some 
3 years before, but apparently could not develop a loaf that was suit- 
able and discontinued it. Within 2 or 3 or 4 weeks after they in- 
creased the weight in the Boston market, they introduced and adver- 
tised extensively in the Boston’ papers in the southeastern Massa- 
chusetts area, in the State of Rhode Island, they put on an extensive 
campaign on featuring this new loaf of Wonder—bigger and larger 
loaf of Wonder bread. Now, to get pans or to acquire pans in the 
baking industry it takes several weeks—I would say 4 to 8 weeks— 
which shows that Continental’s strategy when they increased the 
price of bread in New York must have had new pans on order and 
planned to increase the weight in Boston, not getting any more money, 
and automatically reducing the price of bread by 20 percent in Greater 
Boston; and getting a 2-cent increase in the Metropolitan New York 
market, where millions of consumers would be given more money for 
bread to pay an average off of the lower price they were getting in 
Boston. 

Mr. Drxon Is it your testimony that Continental made up this 
loss in the Boston market by raising the price in the New York market! 

Mr. Ducuatne. It is fair to assume that that must be the strategy. 
If you raise the price 2 cents in two markets that are practically con- 
tiguous, and you get more money for it in that market and increase 
the weight in another market, which automatically reduces the price 
by about 20 percent—— 

Mr. Drxon. Continental told us it raised the price in New York to 
meet the price increase by Ward. Is Ward in your market? 
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Mr. Ducuarne. Yes, sir. 

Mr. Dixon. Did Ward do this same thing? 

Mr. Ducuaine. Ward did not. None of the bakers met that chal- 
lenge of weight because it was destructive. 

It was clobbering the bakers. It would have forced them out of 
business. These bakers like the independents and many of the Boston 
bakers did not have any operations in New York where they could 
get these extra moneys to help them to average off. 

Mr. Dixon. What big national multiplant wholesale bakers are in 
your area of Boston ? 

Q Mr. Ducnaine. Continental Baking, General Baking, Ward Baking 
0. 
Mr. Dixon. And neither Ward nor General followed the practice 

of Continental ? 

Mr. Ducuatrne. Right. 

Mr. Dixon. What has been the effect of this upon your sales? 

Mr. Ducuarne. It has hurt our sales naturally. 

Mr. Peck. When did this happen ? 

Mr. Ducuatne It has been atremendous loss. Pardon, sir? 

Mr. Peck. When did this happen ? 

Mr. Ducuatne. They increased the price of bread in New York 
around September 2 or 3, and they immediately increased within a 
few days the weight by 4 ounces in the Boston market. 

Mr. Peck. In what year, sir? 

Mr. Ducuatrne. 1958. And within weeks, 4 weeks or so, October 7, 
they put on this huge campaign in all the newspapers, “Big New 
Wonder Bread.” 

Mr. Drxon. You are submitting those ads with your statement ? 

Mr. Ducuatne. Yes. We would like to submit this. This has ap- 
peared in many newspapers and there are hundreds of these ads, but 
we would like to submit the first and one later in April. 

This went on for many, many months. 

Mr. Buarr. And you will submit the dates in which the same ad 
appeared ? 

Mr. Ducnatne. Right. 

Senator Carroti. The attachments will be included in the record. 

(The ads referred to may be found on p. 6672.) 

Mr. Ducnatne. Now likewise Continental had very little if any 
restaurant business in the Boston market on rolls, such as frankfurts 
or hamburgers. Out of a clear sky the General market in Boston was 
27 cents a dozen for both hamburger rolls and frankfurter rolls. 

One fine morning they solicited practically every account in the 
Boston market at 24 cents. Naturally the bakers were terribly dis- 
turbed, because most bakers supply these restaurants and stands about 
9 months in the year when they do very little business, and this was 
at the opening of the season a few weeks ago, when the bakers were 
looking forward to an increased production of rolls to be able to aver- 
age off their costs for the year and come up with a minor profit. 

Continental solicited all these accounts at 24 cents a dozen. 

Mr. Dixon. What had you customarily sold them for? 

Mr. Ducwatne. Ward, General, and ourselves, 27 cents a dozen. 
They claimed that the market was not uniform and that they wanted 
to sell rolls. We admit that there were some small bakers that might 
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get a cent or a half cent a dozen. The quality was probably not 
equal to those of the major bakers. We have had that type of com- 
petition for many years; we have lived with it. 'They have never hurt 
anybody. They are small producers. But on the strength of that the 
whole market collapsed at 24 cents. I don’t believe that Continental 
got. any business because the other bakers did not lose any. They 
met it and, consequently, by clobbering the bakers again in an area 
where they don't do any business, they forced the baker to lose 3 
cents a package on all their production. 

Mr. Dixon. Do you know what Continental sold these same identi- 
cal rolls for in New York? 

Mr. Ducnatne. I know that then in the retail store the wholesale 
price was 27. They only lowered that in the restaurant where they 
didn’t do any or practically any restaurant business. 

Senator Carroti. How many bakers are there in Boston who are 
independents ¢ 

Mr. Ducane. Well, there are several of them. T could name Com- 
monwealth Baking, Paramount Baking, Gentile’s Baking Co., Select 
Baking Co. 

Senator Carrot. I refer to independents. 

Mr. Ducnatne. They are all independents. 

Senator Carroiu. I refer to an independent who operates within 
the city of Boston itself. 

Mr. Ducnatner. Pardon? These are all bakers who operate in the 
bread market of Boston. 

Senator Carroti. What was the price of their rolls? 

Mr. Ducnatne. The market price was 27 cents. Now, there may 
have been an exception here, a reduction of a half a cent or a cent, 
but it was an old custom, and it never disturbed anyone, never alarmed 
anyone, and the major bakers, like General and Ward and ourselves 
and the other independents in that market, they were not concerned 
about these little fellows who were getting a livelihood at a half a cent 
or a cent a package less. We have had it for years and years. 

Mr. Drxon. Is it your testimony that no one, no matter whether 
they were an insignificant factor or a large factor in the market, was 
selling rolls at 24 cents? 

Mr. Ducnatne. There might have been an exception somewhere, 
where a small baker or a small producer might have made an order 
somewhere for 24 cents. But General, Ward, Nissen, and all the other 
bakers were getting 27 cents a dozen. 

Mr. Dixon. There was no one set up that could have supplied the 
market ? 

Mr. Ducnatne. Oh, no; nowhere near any part. 

Mr. Drxon. I see. 

Mr. Ducnatne. Consequently, the bakers in that market this year 
are going to lose a tremendous amount of money. It is going to 
weaken them, and it may be the end for some of us. 

Senator Carrotu. Are they down to 24 cents now? 

Mr. Ducratne. Yes; we are all selling at 24 cents. 


_ Senator Carroxu. For years, as I understand it, they had been sell- 
ing at 27 cent 
g at 27 cents. 
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Mr. Ducuatne. Well, I would say for some time. I would not be 
able to say if it is a year or two, but that has been the market in 
Boston. 

Senator Carroty. How did you all arrive at the price of 27 cents? 

Mr. Ducuarne. Well, over the years our costs have gone up and it 
isa seasonal product. That is, you sell a good deal more in the summer 
to the summer resorts than you do in the winter. 

Our production goes up tremendously in the summer. 

Senator Carrot,. Did you meet and discuss this with one another? 

Mr. Ducnatne. Oh, no; no. A baker gets 27 cents and then he is 
forced by cost and production, wages, and what have you, to raise 
his price to 27. It is necessary and apparent. We need relief. And 
when he announces increase, why, within probably a week or 2 or 8 
or 4 weeks other bakers will come up to that price. 

Senator Carrott. We have had this situation in other industries. 
When there is a price movement upward, the rest move up to it. 

Mr. Ducnatne. That’s right. 

Senator Carroty. This is not really a competitive factor, then, is it? 

Mr. Ducnatne. In what respect ? 

Senator Carroti. I mean, we always have had this upside-down 
movement. When one moves the price upward, the others move up, 
too. 

Mr. Ducuatne. That is usually because of the need and they have 
to get more money in order to offset the increased cost of labor and 
packaging and distribution. 

Senator Carrort. The reason I ask this question, here we have in 
Boston—which I know nothing about—a group of independent bakers 
who may be below 27 cents and we have a group now of larger bakers, 
and these larger bakers are now. 27 cents. We find, if I understand 
your testimony, that at times, because of costs, when one baker moves 
up, the other ones move up to meet his price. There is no real com- 
petition, is there then ? 

Mr. Ducuatne. Oh, yes; there is tremendous competition. 

Senator Carrot. What is the nature of it? How can there be 
competition ? 

Mr. Ducnatne. Well, the service, the quality, and when labor con- 
tracts are negotiated, they are negotiated together for the entire mar- 
ket, so that when labor costs and fringes go up, every baker in the 
market is confronted with the same price increase or cost increase. 
Likewise with ingredients, likewise with his packaging material, so 
that our cost goes up automatically in all our plants. 

Consequently when we are selling below cost, we are most anxious to 
get relief, and if relief shows in the market we are very happy to get 
that price relief. 

Senator Carroti. You understand that I am not criticizing. I am 
trying to understand. When you negotiate with labor—and I am 
> er now of, what do they call you in Boston, the Big Three or 
the Big Four? 
ane Ducane. There is the Big Three: Continental, Ward, and 

eneral. 


Senator Carrorz. And you would consider yourself a part of 
the——— 


Mr. Ducuatne. I am an independent. 
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Senator Carrott. You would consider yourself a part of the inde- 
pendents. I always think of the independent oilmen of Texas. They 
are not like Standard of New Jersey. but they are worth about 200 
million, and they are independents. 

Mr. Ducuatne. We don’t belong in that category. 

Senator Carrot. It seems to me there is a difference in your group. 
You have various levels. There is the small independent, and then 
the other group which is a little bigger, and there are groups that are 
a little bit bigger than that, and you are all swimming in this eco- 
nomic ocean. 

What I want to know is when your group—not the Big Three— 
negotiates a labor contract, are those fringe benefits identical for all 
your group members? 

Mr. Ducuarne. Yes; all rates, benefits, fringe benefits are abso- 
lutely the same. 

Senator Carroti. And therefore when those are given, their cost 
factors are identical ? 

Mr. Ducnarne. That is right. 

Senator Carrott. And then because the cost factors are identical, 
you have a price increase which is identical. Then your competition 
1s, AS you Say, in service and in quality ? 

Senator Carrou. So it is not a price competition ? 

Mr. Ducnaine. That is right. 

Mr. Buatrr. When you put this new loaf on the market, it was a 
distinctive improvement in quality ; is that correct ? 

Mr. Ducuatne. In our product we feel we give the consumer a better 
loaf of bread—finer grain, finer texture, finer flavor, better keeping 
quality, no holes, no streaks, and no wasteful end slices. 

Mr. Buatr. This is a result of the Wallace and Tiernan dough- 
making process, It would probably be helpful if you would explain 
the nature of that process very briefly to Senator Carroll. 

Mr. Ducuarne. For 2,000 years we have been producing the same 
process, or the same way that ‘we produced bread then, and most 
improvements or most advancements that have been made have been 
made more toward the laborsaving devices rather than a different 
process or improving the process to a consumer benefit. 

(At this point in the proceedings, Senator Carroll left the hearing 
room. ) 

Consequently, under this continuous mix we felt it had great, possi- 
bilities to give the consumer a better product, and with that thought 
in mind we developed it and did a lot of research work, spent a small 
fortune in developing this and bringing this about to a superior prod- 
uct so that today instead of mixing huge batches at one time, remixing 
them, letting them ferment on the floor and bringing them back in 
the mixer, we have a continuous flow of our ingredients and we mix 
the batter in a small amount at a time, though continuous, and it gives 
us a better flavor, better texture, and many plus values for the 
consumer. 

Mr. Dixon. Mr. Duchaine, our presiding chairman has gone. Un- 
der the instructions of the chairman, we will have to adjourn at the 
pleasure of the Chair. As you leave, I would like to ask only one 
question. 
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Are you losing money selling rolls at 24 cents a dozen? 
Mr. Ducuarne. Yes, sir. 


Mr. Dixon. Thank you, sir. 

That is all, gentlemen. 

Mr. Peck. Mr. Dixon, will we resume our hearings? 

Mr. Drxon. No, sir. We stand adjourned at the call of the Chair. 

(Whereupon, at 10:45 a.m. the hearing was recessed, subject to the 
call of the Chair. ) 


(A subsequent announcement by Senator Kefauver on the progress 
of the investigation may be found on p. 6549.) 
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APPENDIX 


A SLInesHoT FoR DAVID 


(By George N. Graf, general manager, Quality Bakers of America Cooperative, 

Inc., New York, N.Y., at the marketing luncheon (How To Increase Marketing 
Efficiency) of the 52d Annual Convention of the National Canners Association, 
Chicago, Ill., February 22, 1959) 


In every phase of human endeavor throughout history, there is some man or 
some group who will select from the available range of the ingredients of philos- 
ophy and attitude, economics, management, manpower, geography, and what not, 


and who will construct from them a success and progress record that is superior 
to all others. 


This we call the winning formula. 

Some 2,185 years ago, Italy, which was nestling securely behind its Alps, was 
considered impregnable to attack. Yet Hannibal the great Carthaginian found 
a way to do the impossible. Hannibal carved a way where there was no way. 
He built a winning formula. 

For centuries the Romans had a winning formula. It made conquests for 
them; spread their power and their greatness. But of all who were a part of it, 
the formula was best develuped by Julius Caesar, a gifted statesman and general, 
who better than any of their leaders had the touch and knew the importance of 
planning, organization, and direction. 

In 1913, Knute Rockne, head football coach at Notre Dame, astounded the 
football world by upsetting the heavily favored Army team through use of the 
forward pass, and later revolutionized the sport by stressing offense, developing 
the backfield, while perfecting line play. None of our generation will ever deny 
that Rockne had a winning formula. 

Be it politics, business, sports, or any form of endeavor, there is hardly a person 
in this room who upon reflection cannot think of at least a score of cuse histories 
of the winning formula. 

Henry Ford who first and best developed “service to the customer at lowest 
possible cost”; John Wanamaker who in an era of “the public be damned” 
instituted his philosophy of “the customer is always right”; Thomas J. Watson 
who carrying his banner “Think” so saturated the company with his personality 
and his force that he and the corporation became one; John D. Rockefeller whose 
adage, ‘‘We will never deceive ourselves.” 

All these are but just a few of a thousand of illustrations familiar to all of 
us—of men and leaders who had winning formulas. 

Within every industry—yours and mine—there is a wide range of success 
patterns, all the way from top achievement to miserable failure which is in direct 
ratio to the efficacy of the formulas used. 

The present inflated state of the stock market illustrates this. Compare a few 
figures of 1952 with September 1958—when I computed these figures—6 years 
later. In the field of drugs, American Home Products rose from 19 to 107. In 
that period its dividends arose 465 percent. On the other hand, Abbot Labora- 
tories sells today at 61, same as in 1952, and its dividends have risen only 
5 percent. Take electrical equipment. Radio Corporation has risen 45 percent 
in price and pays 50 percent more dividends. Emerson Radio has dropped 43 
percent and passed its dividend. 

And in the office equipment group National Cash Register shows a 344 percent 
gain, while Underwood a 67 percent loss. And so it goes. 

In the canning industry, which is presently under discussion, I could find, if I 
had the time, scores of success patterns which clearly indicate the effect and 
the performance of the wining formula. Your industry basically is no different 
in characteristics than any other industry or form of human endeavor. The 
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elements that make for relative success or failure exist in your business just as 
in all business. 

Not only that, but with a little effort on your part you can very simply build a 
yardstick or measurement gage for the industry and then compare your perform- 
ance with it. 

Since where you stand today reflects the sum total of all the decisions, the acts, 
and the management of yesterday, comparison with such a yardstick will quite 
quickly produce the score of your own winning formula. 

In exploring this philosophy it is quite important to note that mere size of an 
organization is not necessarily the vital element in the winning formula. Size 
and growth are indeed a record of the past, but not necessarily a guarantee of 
the future. 

Remember the winning formula does not always go on winning forever. Na- 
poleon had this Waterloo, Hitler his channel crossing, and even the Yankees 
have been known to lose a series. 

It must be admitted, of course, that size does have some advantages in the 
success pattern. For one thing it was probably achieved out of successful past 
performance. As men generally perform in the future as they acted in the 
past, size has the benefit of inertia. 

Then, too, in recent years size of operation has picked up many added ad- 
vantages. This accounts for the tremendous and shocking trend of integra- 
tion within industries everywhere today. To the smaller operator and the in- 
dependent, this building of Goliaths is truly an alarming thing. In my own 
industry, the baking industry, hundreds of what we used to consider strong 
medium-sized operators have closed their doors or have been merged with big 
operators in the past 10 years. The landscape is so littered with defunct bake- 
ries that it literally amounts to a holocaust and this likewise is true of yours and 
every other industry. 

Curb it as we will by legislation or otherwise, the changing economy has built 
into the large-size operators certain strategic advantages which are impossible 
for an independent or an individual or medium size to match or overcome alone. 

Specifically, the most important of these are: 

(1) The power of capital. 

(2) The advantage of research. 

(3) Buying power. 

(4) Management and manpower pool. 
(5) Marketing strength. 

(6) Rising economic breakeven. 

As long as these powerful ingredients are available for intelligent application 
to the winning formula, Goliaths will*be created and will arise in every indus- 
try. 

Now, on the other hand, for the capable and aggressive individual or inde 
pendent operator we see examples in thousands of them of successful winning 
formula applications on their part. Just to mention a few: the neighborhood 
grocer or baker holding his own right next door to the giant chain grocer; the 
fortunes that have been made by thousands of independent grocers who grew 
to supermarket stature in what was considered a dead industry 10 years ago. 

Add to these outstanding case histories in your own or my industry—in fact 
every industry—and we come to the conclusion that there is still room for the 
operation of the winning formula anywhere we go. 

However, while the individual also has his advantages in competition, spe 
cifically his independence, flexibility and his personal interest and touch, it is 
becoming apparent that these wonderful fighting Davids more and more need 
some new kind of slingshots to hold their own and equalize themselves in the 
battle of the Goliaths that is now raging. 

If a way can be found for the strong medium-range independent to match 
some of the built-in advantages of size and add to these those natural advantages 
he already possesses, we then immeasurably strengthen his winning formula. 

This, gentlemen, is the thesis I wish to explore. First, I want to tell you 
of a case history of at least one group who are successfully beginning to find 
the key to this problem. 

Back in 1922, an era which had many counterparts of today’s economy, the 
specter of the growing chain grocery store loomed over the baking industry, 
coupled with this the great bakery chain operators: Ward Baking Co., General 
Baking Co., Continental, and American Bakeries, were in the process of merger 
formation and growth. The next 4 years literally rocked the stock market 
with the excitement of these stocks. 
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A small group of intelligent independent bakers, frankly frightened by these 






















































































































































































it as problems, met to consider their position abstractly. They came to the very 
logical conclusion on that in union there is strength. They decided that mutual 

ld a aid and cooperation was the only sure key to survival and out of this meeting 

orm- was formed the Quality Bakers of America Cooperative. 

Basically, our founders believed in the philosophy that many things that 
acts, can be done well individually can be done better cooperatively. Essentially, 
quite they dedicated themselves to explore all these areas—not all in the beginning, 

but one by one as time went on. 

of an For example, it is a known fact that the sum total of the know-how in 100 

Size plants is immeasurably greater than the know-how of any one. So, their first 

ee of step was to build a code of ethics and a formula for a free exchange of know- 

how between each other without jeopardizing their independence of action. 

Na- This is the primary purpose of our existence and it is fundamentally the reason 
nkees for our success. 

Very early in the game it was indicated that the most productive area in 
n the which we could help one another was through the establishment of a uniform 
| past cost system. 

n the UNIFORM COSTING 

d ad- By means of a cost report every 4 weeks for at least 35 years, our mem- 

tegra- bers under code have seen and compared their operations with every other 

he in- member. They have received in addition individually dictated analysis by a 

y own cost specialist. This uniform cost analysis is the very skeleton of our structure; 

strong all of our operations and all of our field services tie back to these figures. 

th big It is the common language through which we understand one another eco- 

. bake- nomically. 

irs and As time went on the real purpose of our existence began to clarify. It 
became more and more apparent that if we were properly to fulfill our destiny 

s built we would eventually have to duplicate all the services to our plants which a 

ossible bakery owned by a large chain would receive from its headquarters. 

» alone. In the beginning we were immature and poor—but ambitious. When we 
started, funds were very limited. The first two field departments that were 
started were production and sales promotion. Today we duplicate almost all 
the services of the largest chain organizations. Five or more days out of each 
month some serviceman or men from our service departments are working 
in every plant. 

SERVICES 

lication We have 175 people on our staff, all trained specialists, and some 45 of 

y indus- these are constantly on the road working in the plants. The list of services 
which follows shows the extent to which the germ of a cooperative service 

or inde- idea can grow. 

winning Laboratory Sanitation 

borhood Production Personnel 

cer; the Cake manufacturing Transportation 

ho grew Accounting service Dealer relations 

rs ago. Engineering Sales promotion 

—in fact Purchasing Insurance 

a for the Advertising 

; - PURCHASING 

ion, 8 

uch, it is Very early in the game it was recognized that pooled purchasing was an ex- 

ore need tremely productive area in which to enjoy the benefits of cooperation. Accord- 

es in the ingly, 35 years ago, our cooperative purchasing department was organized. We 

are fortunate in one respect in that purchased materials and ingredients cover a 
to match wide band of our members’ cost picture, and the variety and types of items pur- 
ivantages chased is indeed broad. 

formula. In the beginning it took a great deal of persuasion to get the members to freely 

» tell you contribute their volume. Purchasing savings, while large in total, are very tiny 

ig to find as a percentage and bakers hated to give up the pleasure of horse-trading and 
the enjoyment of being wined and dined and entertained by salesmen. 

nomy, the As time, persuasion, and economic pressure worked to our advantage, members 
industry, more and more saw the advantages of cooperative purchasing, and our volume 
., General has grown steadily over the years. Total purchases this year will be close to 
of merger $30,000. 
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MANAGEMENT COOPERATIVE 


It might be interesting to record that our fundamental philosophy is of a 
management cooperative. No cooperative of this type should ever be formed 
with the primary objective of merely saving dollars. For one reason, the mere 
dollar saving percentagewise is too small to make the effort worthwhile. More 
important than dollars are ideas, service assistance, know-how interchange, all 
of which are an investment in better management and a protection against large- 
size competitive operation. Yet, sufficient dollars must be found to pay for this 
service. 

Our purpose in concentrating on purchasing savings is not for the mere pur- 
pose of securing cash savings, but primarily to secure funds to devote to service. 
As our purchasing savings grew over the years, we increased the services to 
the plants in proportion. We aim for a 100 percent ratio; i.e., we try to balance 
the amount of service given to the members in direct ratio to the purchasing 
savings earned. Thus, we actually become a giant jobber or supply firm which 
devotes all its earnings to professional service rather than to profits or enter- 
tainment, etc. 

MARKETING AND ADVERTISING 


From the very beginning, our founders recognized that we faced a twofold 
battle area: efficiency in production on the one hand and competency in market- 
ing on the other. Our merchandising and advertising departments have, there- 
fore, always been our largest and most important service areas. 

Today our members spend some $12 to $14 million annually in advertising. 
From the beginning we have always designed, created, and produced our own 
material. Our billings to members covering the areas in which cooperation can 
save money averages between $5 and $6 million annually. 

In 1942 we came to the realization that one of our most important goals was 
unfulfilled. By this time we had pretty well equalized ourselves in competition 
with the country’s largest chain bakers in purchasing and in the normal effi- 
ciency services such as production, engineering, accounting, and sales. How- 
ever, at that time we had 87 different brand names. Our advertising because of 
imprinting was stilted and syndicated, costly and ineffective at a vital time when 
radio, TV, and supermarkets were radically changing the economic climate. 

Ineffectually we had previously made several attempts to concentrate on our 
own brand name. These attempts failed. In 1942 we started a new program 
in that direction. That’s when our Sunbeam brand was born. 





THE BRAND 
* 


Hight years later Advertising Age proclaimed Sunbeam one of the leading 
advertised brand names in America and 2 years later, after the short span of 
10 years, Sunbeam rose from an unknown or unheard-of brand to the leading 
brand name in North America. 

Let no one think this transition was easy, either. Most of our members had 
entrenched brand names and often family names that went back a hundred 
years. It took great persuasion on our part and great courage and foresight on 
their part to take a step which meant that on a certain Monday morning the old 
brand disappeared and a new one took its place. 

But the logic, the need, the sales increases became apparent as each one joined 
the ranks. The economy and the power of impact grew with each plant added. 
Today we bow our heads to no one. For 4 successive months, for example, our 
outdoor posters have taken top honors in the Starch remembrance survey against 
all bakery and other food competitors. 


ADDITIONAL SERVICES 


As time goes on, a cooperative naturally discovers more and more areas in 
which cooperation pays off. In addition to the service benefits and purchasing, 
such areas as insurance and advertising begin to be explored and enable us to 
remit both tangible and intangible benefits to the members. In advertising, for 
example, we know that a measurable saving which we return in patronage bene- 
fits amounts to over a quarter of a million dollars annually, but the unmeasur- 
able value in impressions, quality of advertising production and media benefits 
might well be over $2 million. 

Summarizing, we find that this all adds up to a good deal. Ben Franklin, 
speaking of cooperation, once said, “First you must give a little water to the 
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pump. You may thereafter have all the water you want.” Here in Quality 
Bakers we find a group of businessmen—120 in the United States and a dozen 























































f in Canada, Hawaii, and Bermuda—who have been willing first to give a little 
oO od water. That, strangely, is the hardest part of the deal. As a result, they have 
= created their own Goliath—strong enough to match any. They own and oper- 
More ate the cooperative. Together their volume this year will be close to $300 million 
» all in sales. They have beaten the sales progress and the profit performance of 
arge- their largest competitors. They have developed management and guaranteed 
* this succession. In 35 years no QBA member has ever gone into bankruptcy. 
Cooperation is the new slingshot which these Davids have found. Others, 
, pur- too, are beginning to find it. I can name a half-dozen industries in which alert 
weles minds are beginning to explore the opportunities that cooperation can offer for 
68 to strength, progress, and survival. 
lance Can it be applied in your business? Well frankly, I don’t know because I’m 
1asing not well enough acquainted with the canning business. 
which Little as I know, however, I would be willing to bet a dollar to a plugged 
enter- nickel that it can. If we will apply the fundamental principle that “most things 
which can be done well individually can be done better with cooperation,” then 
I am sure that there are wide areas to be explored by both the large and the 
small among you. 
wofold Let me point out just two areas in your business which strike me as significant. 
1arket- 
there- OPPORTUNITY FOR COOPERATION 
rtising. Here are some figures taken from the publication “Price Spreads in the Can- 
ir own ning Industry,” issued by the Senate Committee on Agriculture and Forestry, 
ion can Take a look at this and weep—if you still have tears to shed. 
Net take-home profit: Percent 
ils was POF TOPLOSONLALIVE VOROTADIO CRINCVE <n icin hectic wonnnbauen 0.3 
petition wor roneeeentative: fruit Cantere.. <2 ee 2. 
nal effi- mor Composite Of (HG S22 Sy at he Be a 2.3 
Hee Don’t tell me there isn’t room in a performance such as that for cooperation 
1e when as a solution for some of your manufacturing and marketing problems and don’t 
mate. tell me from what I know about the problem that cooperation couldn’t help those 
on our operations by at least 1 percent—and that, in my book, is up to a 40-percent im- 
program provement in profits. ; 
Now take a look at the next two figures: Percent 
Cost to the door of the composite of representative samples amounts to.. 84.1 
Yet the composite larger group which use national advertising shows a 
leading iath 
span of In other words, the larger boys or the Goliaths, as we would call them, come 
leading to the door with almost a 6 percent advantage. If they would quit at that point, 
they would show 2% times the profit of the nonnational advertiser.. 
bers had Don’t tell me there isn’t a whale of an opportunity here for production im- 
hundred provement and cooperation—-and only cooperation can show that way. Certainly, 
esight on it is worth a trial, for apparently the independent has yet found no way to 
g the old close that wide gap in production costs. 
But, here is something more important. These national advertisers are 
ne joined smarter than you think. They don’t take the short-sighted viewpoint and rush 


home with their profit. They invest it in the future via advertising. That’s why 
they show a marketing cost of 17.8 percent against the nonnational advertiser’s 
10.7 percent. 


nt added. 
mple, our 








y against See what I mean about the big getting bigger and the smalls staying small? 
This is like a roulette wheel on which the house getting every green and double 
green knows eventually that all the money in the game ends up with the house. 

And, doesn’t this portray dramatically the need of the Davids in this picture 

. areas in finding some way to equalize this advantage? 

archasing, Value Line Survey summarized the reported earnings of the three major 


able us to 
tising, for 
nage bene- 
unmeasur- 
ia benefits 


canning companies—California Packing, Libby, McNeill & Libby, and Stokely-Van 
Camp over a period of 8 years compared with canned food prices. Data and 
charts taken from the Value Line Investment Survey dramatically portray the 
terrible sensitivity of operating profits in relation to canned foods prices. Because 
your profit margin is so tight, the slightest drop in the retail price results in a 
geometrical proportionate reduction in profits. 
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Value Line has this to say of the canning industry: ‘The major problem faced 
by the industry is that of equating supply with demand. Underproduction, the 
result of a poor crop year, ordinarily brings about higher selling prices. Yet, 
the lower sales volume implicit under such conditions tends to restrict profits. 
A surplus of canned foods, on the other hand, invariably generates price weak- 
ness. The industry must finance its fluctuating inventories through liberal use 
of credit. The most marginal producers are often forced to liquidate their 
stocks even at unfavorable market prices in order to meet loan deadlines. The 
first ‘special deal’ triggers off a series of price reductions. When the smoke has 
cleared, many producers find that they are selling below cost * * *. It is 
evident that a relatively small price change can have a drastic impact on earn- 
ing power.” 

In this area of financing and marketing there is truly a tremendous opportun- 
ity for some form of cooperation—legally of course to achieve a smooth marketing 
movement, and surely there must be enough good minds within your industry to 
figure it out and find the key. Not only that, but any solution in this area no 
matter how obtained will help the small and the big alike. 

From the little opportunity that I have had to study your industry it seems to be 
truly ready and ripe with opportunity to solve some of your problems through 
joint or cooperative action. 

Never in our palmiest days did we in the baking industry have anything 
comparable. Yet, slowly with courage and determination we worked out a 
program for ourselves. 

It has been truly said that “Success is not a journey—it is a destination.” If 
so, no matter how well your “winning formula” has been winning, making 
greater progress and success, your destination will help you. 

The only powerful new and unused tool to equip the medium-sized, the indi- 
viduals, and the independent today is cooperation—if they will pay the price to 
achieve it. 

In the event that you are interested in exploring the subject, I would like 
to leave you this roadmap or guide. I present it in the form of steps or factors 
to be considered in forming a cooperative. Here it is: 


FACTORS TO BE CONSIDERED IN FORMING A COOPERATIVE 


(1) Are there any controllable costs which upon analysis can be reduced 
through joint cooperation or group effort? If there are, then your cooperative 
hasa free ticket for survival. 

(2) Can group rather than individual effort effect a more orderly and more 
profitable movement to market? If so, then the cooperators will enjoy a 
tremendous long range bonus. a 

(3) Will management know-how and experience be enhanced and multiplied 
by a free pool of the experience of many? If so, any financial investment you 
make will be better than a similar capital investment in your business. Improved 
know-how is an asset that can never be stolen, destroyed, worn out, or burned. 

(4) Can group action and cooperative effort elevate the quality, prestige, and 
product image of your output so that it becomes more valuable in the con- 
sumers’ minds? If so, then the return on your effort and investment will be truly 
tremendous. 

(5) Can cooperative action produce for small independent business the same 
services of research analysis and counsel that make big business bigger? If so, 
it can overcome the main obstacle that keeps small business small. 

(6) Think fora moment. Other than direct benefits, can you possibly foresee 
any intangible benefits which might be achieved through cooperative action and 
impossible under individual action? If so, these are extra pluses for you. 

(7) Can group action make it eventually possible to achieve a common or 
national brand? In today’s changing markets, this is the ultimate in marketing 
weapons. 

(8) Aside from maintenance of any annual profit, your primary objective in 
business is to constantly increase the “franchise” or asset value of your company. 
Can you visualize how your part ownership and participation in a cooperative 
could possibly increase the asset value of your business against an eventual sale 
or estate? 

(9) The greatest weakness of independent business is the failure to develop 
and train management succession. Is it possible that a cooperative could 
eventually help in this function? 
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(10) There is strength in unity and size. How much value is such strength 
to you in negotiating, bargaining, or gaining cooperation from your suppliers or 
sources of supply? 

(11) Can group effort in any way reduce the cost of selling, brokerage, dis- 
tribution, or movement to market. If so, this result alone will be worth searching 
out the formula. 

(12) How much of your independence of action must you sacrifice in 
participation in group action? 

A final piece of advice: The creation of a cooperative activity is an essentially 
intricate and delicate piece of work. If you ever contemplate it, you will need 
first of all an extremely motivated leader with lots of patience, altruistic enough 
to fight it through. You will need a group of individuals who believe in the 
principles and who are broadminded enough and willing to make some sacrifices 
for it. 

And you will need, finally and most of all, extremely capable legal talent for 
guidance. Very few legal firms know this field. It requires specialists and it is 
vitally essential that you search the field for someone experienced in handling 
this form of activity. 


SUBSEQUENT ANNOUNCEMENT BY SENATOR KEFAUVER ON 
PROGRESS OF INVESTIGATION 


ANTITRUST AND MoNoPpoLy SUBCOMMITTEE, 
U.S. SENATE, 
July 24, 1959. 


SENATOR KEFAUVER ANNOUNCES NEw MOVES IN ANTITRUST SUBCOMMITTEE’S 
BREAD INQUIRY 


Senator Estes Kefauver announced today that as chairman of the Subcom- 
mittee on Antitrust and Monopoly he was sending to the Nation’s 10 largest 
chain food stores a questionnaire designed to obtain certain information on their 
production and sale of bakery products. Senator Kefauver stated that the 
securing of data on the costs and prices of bread produced by chain stores 
became necessary as a result of allegations made by wholesale bakers during 
the course of the subcommittee’s recent hearings on the bread industry. He 
stated that only by securing these facts would it be possible for the subcommittee 
to determine the extent to which certain unwholesome practices engaged in by 
wholesale bakers were made necessary by practices of the chain stores. 

Senator Kefauver stated that as soon as this new information is secured, the 
subcommittee will resume its hearings, at which representatives of some of the 
chain stores will be invited to testify. In addition, officials of certain of the 
major wholesale bakers may be asked to reappear. 

Senator Kefauver attached a letter from Senator Hart (Democrat, Michigan), 
also a member of the Subcommittee on Antitrust and.Monopoly. In his letter 
Senator Hart said that in a recent appearance as a witness before the subcommit- 
tee, Mr. Jack Schafer, owner of Schafer’s Bakeries, Inc., Detroit, Mich., had 
described certain unfair and predatory practices allegedly carried out by Conti- 
nental Baking Co. To his letter, Senator Hart appended a telegram received 
from Mr. Schafer. In the telegram, Mr. Schafer disclosed that Continental 
Baking Co. has offered a supermarket in Port Huron, Mich., bread “almost 5 
cents under established price.” Senator Kefauver noted that it appeared from 
this telegram that a new attack has been made by the Continental Baking Co. 
against independent bakers in the State of Michigan. 

Senator Kefauver announced that a staff inquiry would immediately be made 
in this most recent move on the part of Continental Baking Co. 

Attached are the texts of Senator Hart’s letter and Mr. Schafer’s telegram: 


JULY 22, 1959. 
Senator Estes KEFAUVER, 


Chairman, Subcommittee on Antitrust and Monopoly, 
U.S. Senate, Washington, D.C. 


Dear Estes: When Jack Schafer testified before the committee on July 8, 
1959, he submitted for the record several examples of pricing practices in the 
Michigan bread market. Enclosed is a telegram from Mr. Schafer describing a 
similar situation in the city of Port Huron. 


ADMINISTERED PRICES 


In a telephone conversation with Mr. Korn the alleged price of 14 cents plus 
a 5-percent discount was confirmed by him. Mr. Korn’s price in the Port Huron 
area is 18 cents. The Aikman Baking Co. is a locally owned member of the 
Quality Bakers Association. 
In addition, in a public bid Continental offered a price of 15 cents on the 
secondary loaf to the public schools of Port Huron. 
It is my desire to have this additional information made part of the public 
record. 
Sincerely, 
Phil, 
Pure A, Hart, 
U.S. Senator. 


Detroit, Micu., July 20. 
Senator Purr Hart, 
U.S. Senate, Washington, D.C.: 


Continental Bakery just offered Jerry Supermarkets, Port Huron, price of 
14 cents plus 5-percent discount on their secondary bread named Old Fashioned. 
This is almost 5 cents under established price. They also quoted schools 2 cents 
under present prices. Call Tom Korn, Aikman Sunbeam, Port Huron, YUkon 
44174, for further information. The independents are all worried. Please 
send copies to full committee. 

ScHAFER BAKERIES, 
JACK SCHAFER. 


SUBCOMMITTEE STAFF EXHIBITS AND MEMOS 


U.S. SENATE, 
COMMITTEE ON THE JUDICIARY, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY, 


June 17, 1959. 
Memorandum. 


To: Mr. Paul Rand Dixon, counsel and staff director. 
From: John M. Blair, chief economist, and Walter S. Measday, economist. 
Subject: Percentage of bread market supplied by chainstore bakeries. 


On page 6 of his prepared statement, Mr. R. Newton Laughlin, president, 
Continental Baking Co., refers to a sharp increase in output by bakeries operated 
by chainstores since the 1954 Census of Manufactures: 

“Today, there are only about 160 of these captive bakeries, but they make 
up in productive capacity what they lack in numbers. Most experts believe they 
bake about 20 percent of all white bread sold. Others place the figure higher.” 

According to the 1954 census, 142 chain grocery store bakeries accounted for 
6.7 percent of the industry’s value of shipments of white pan bread alone, and 
7 percent of the industry’s shipments of all bread and bread-type rolls. In- 
dustry shipments of bread and bread-type rolls (SIC 20511) amounted to §$2,- 
004,371,000 ; chain grovery bakery shipments were $140,081,000. 

White pan bread (a seven-digit category) is not segregated in subsequent 
Annual Surveys of Manufactures. In 1957, however, shipments of bread and 
bread-type rolls by the industry amounted to $2,312,663,000. 

From 1957 to 1958, poundage of these products increased by 3.1 percent, 
according to Baking Industry. Average prices, as measured by BLS average 
retail prices per pound of white bread, advanced by 2.7 percent from 1957 to 
1958. In view of the historical stability of retail margins, we may assume that 
wholesale prices rose by 2.7 percent as well. 

Adjustment of 1957 value of shipments for the increases in poundage and 
price to 1958 ($2,312,663,000 times 1.031 times 1.027) yields an estimated value 
of shipments for 1958, bread and rolls only, of $2,448,773,000. 

Mr. George Graf, appearing before this subcommittee on June 16, 1959, esti- 
mated that chainstore grocery bakeries shipments may show “as much as a 50- 
percent growth when the 1958 census is completed.” This appears to be in the 
nature of a maximum growth estimate from 1954 to 1958. If this percentage in- 
crease is applied to the 1954 data, Mr. Graf’s estimate suggests that chain- 
store bakery shipments of bread and rolls in 1958 may have amounted to as 
much as $210 million. 

It should be noted that this would be only 8.6 percent of the estimated value 
of shipments for 1958 in this product class by the entire industry. 
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It may also be noted that in order for Mr. Laughlin’s estimate of 20 percent 
of the industry’s value of shipment of bread and rolls to obtain, the shipments 
from grocery chain bakeries would have to have risen from $140 million in 1954 
to $490 million in 1958, i.e., 1958 output by this sector of the industry would 
have to have been 3% times the 1954 output. This would seem to be an im- 
possible rate of growth, inasmuch as the three largest grocery chains operated 
the same number of baking plants in 1958 as in 1954 (A. & P., 35 plants; Safe- 
way, 18 plants; and Kroger, 13 plants). Further, a study of the Bakers Weekly 
Selected Directory of Bakeries discloses no substantial increases in the overall 
number of plants operated by the smaller chains between 1951 and 1958. 









JUNE 15, 1959. 











Memorandum. 

To: Mr. Paul Rand Dixon, counsel and staff director. 
From: John M. Blair and Walter S. Measday. 

Subject : Concentration in bread and related products. 


CONCENTRATION IN 1947 











According to the report of this subcommittee entitled “Concentration in Amer- 
ican Industry” (85th Cong., 1st sess.), the four largest companies producing bread 
and related products accounted for 16 percent of the industry’s value of ship- 
ments in 1947: 


Value of shinments, industry) 1067 255. ok el en ecns $2, 403, 589 
Percent of value of shipments accounted for by 4 largest companies__ 16 





CONCENTRATION IN 1950 









The Report of the Federal Trade Commission on Industrial Concentration 
(January 1957) indicates the following with respect to bread and related 
products (rolls, cakes, pies, and pasteries) in 1950: 


¥aiue of shipments, 1900; industry...) $2, 685, 091, 000 
Valine: of shinments. 1900. 4 lareett. ow A Sk $415, 928, 000 
Goucentration fatio, percent nt oo 15.5 


The four largest companies in terms of assets were reported to be, in alpha- 
betical order: Continental, General, Purity, Ward. 

It should be observed that the concentration ratio, in terms of the four largest 
companies in 1950, was nearly the same as that of 1947. The slight apparent 
decrease arises from the fact that the Federal Trade Commission selected the 
four largest companies on the basis of assets, rather than sales or value of 
shipments, for its 1950 concentration report. Campbell Taggart, by virtue of 
its corporate structure, had smaller assets than Purity, which was included by 
the FTC. Nevertheless, Campbell Taggart’s sales were somewhat larger than 
those of Purity in 1950 ($88 million against $75 million).- Had Campbell Taggart 
replaced Purity in the FTC compilation, the industry’s concentration ratio would 
have been virtually identical to that for 1947. 
























CONCENTRATION IN 1954 


















The Bureau of the Census, in a special report to this subcommittee, provided 
the following information for 1954: 





Nee Of shipments, 1004, Witt gia orice cenit meewmencn $3, 067, 017, 000 
Value of shipments, 1954, 4 largest-.._.._._.._____________.______ $613, 403, 000 
MOneONIUrAtiON WAGIG, NOLCONE. <a Se cask edad wecccmunbae 20. 0 


The four largest bakers, in order of their 1954 sales, were: Continental, 
American, Campbell Taggart, and General. An argument could arise over the 
baking operations of the Great Atlantic & Pacific Tea Co., which operates 35 
baking plants, or approximately 25 percent of the number reported for all chain 
groceries in 1954 (142 in the Census of Manufactures). In order for A. & P. 
to have been among the four leading companies, however, its shipments would 
heed to have been at least one-half of the total reported for all bakeries oper- 
ated by grocery chains, which is most unlikely. 
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TRENDS IN CONCENTRATION, 1954-58 


The first step in determining the trend in concentration between 1954 and 
1958 is to determine the change in the value of shipments in the industry as a 
whole. The 1957 Annual Survey of Manufactures reports the value of ship- 
ments of products classified in SIC 2051 as $3,460,186,000. An estimate of the 
1958 value of shipments may be arrived at by adjusting the 1957 value for 
changes in physical output and price: 

(a) Total poundage of bread and related products, as reported by Baking 
Industry (March 8, 1958, and March 7, 1959), amounted to 12,615,164,000 pounds 
in 1957 and to 12,931,118,000 pounds in 1958. 

Thus, physical poundage rose by 2.5 percent from 1957 to 1958. 

(b) No satisfactory price index exists for 2,051 products as a group. The 
BLS wholesale price index is based solely upon white bread prices in four cities 
(New York, Chicago, New Orleans, and San Francisco), with different specifica- 
tions for the loaf selected in each city (see BLS Bulletin No. 1214). 

It may be safely assumed, in view of the stability of retail margins, that 
wholesale prices are directly proportional to retail prices. The average white 
bread retail price, based upon prices in 20 cities, reported by the BLS rose from 
18.8 cents a pound in 1957 to 19.3 cents a pound in 1958. 

Thus, it may be assumed that wholesale prices, too, rose by 2.7 percent from 
1957 to 1958. 

(c) With these adjustments (1957 value of shipments times 1.025 times 1.027), 
the following results : 

Ustimated value of shipments, industry, 1958, $3,642,452,000. 

This represents an increase of 18.8 percent over 1954. 

Given the estimated value of shipments for the industry as a whole in 1958, 
an indication of the trend in concentration between 1954 and 1958 can be gained 
by comparing the increase in shipments for the four largest companies with the 
increase for the remainder of the industry. A quantitative measure of concen- 
tration in that year requires an accurate report of the value of shipments by 
the four leading companies. The exact concentration ratios will not be known 
until the tabulations of the 1958 census of manufactures by the Bureau of 
the Census, sometime in 1960. 

In developing this comparison it is necessary, of course, to make as compar- 
able as possible the figures of the leading companies and those of the remainder 
of the industry. The data for the former are available in the form of consoli- 
dated sales figures. Sales exceed shipments in a particular industry to the 
extent that the company operates plants classified in some other industry and 
to the extent that it purchases goods ‘for resale without further processing. On 
the other hand, interplant transfers of goods within the company tend to inflate 
value of shipments without increasing consolidated sales. 

At the time of the 1954 census all four leading companies operated plants 
almost exclusively in the bread and related products field. The SHC file on Con- 
tinental, for example, contains a report that in 1954 that company’s sales of 
bread products amounted to $156 million and cake $55 million, for a total of $211 
million out of reported sales of all products of $212.5 million. The reported 
sales of the four leading companies amounted to $603 million, which was within 
1.7 percent of the $613 million value of shipments reported by the Bureau of 
the Census for these companies. The nature of the difference would indicate 
that interplant transfers exceeded the value of goods purchased for resale. 


Consolidated sales 











1954 1958 Increase 

Percent 
NE id 28. seek he i te ice ead $210, 776, 101 |' $297, 203, 511 41.0 
General-. ----| 122,092, 565 166, 104, 279 36.0 
Campbell- Taggart ----| 133,920,975 | 162, 434, 608 21.3 
ME sate ta een agheludiasagievaevade mandbstaiee subsea sn 134, 768, 356 152, 114, 177 12.9 
RIN stad tid otha le sea eas eels céwg apiedarenteeeteny 601, 557, 997 777, 856, 575 29.3 





1 Published sales less $1,734,000 in 1954 and $30,800,000 in 1958 for shipments in indus- 
tries other than bread and related products. 
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Continental’s published sales figures include its sales in industries other than 
bread and related products. These consist predominantly of sales by plants ac- 
quired since 1954. Mr. Roy M. Anderson, assistant general counsel of Continental, 
has informed the staff that Morton Frozen Foods sales in 1957 amounted to $22.5 
million; Stewart’s, Inc. (potato chips and salad dressings), were $6.3 million ; 
and Paniplus (a dough conditioner) sales were $2 million. 

In appraising future trends, it may be noted that Continental’s 1958 sales do 
not include sales of any acquired firms prior to the date of acquisition. Thus Di- 
Carlo sales ($2 to $8 million a year) are included only for the latter half of 1958. 
No more than 1 month’s sales of Omar (which has a volume averaging $40 million 
a year since 1954) are included. Braun Baking Co., Pittsburgh (with sales of 
$6 to $7 million a year), is not reflected at all in Continental's 1958 income state- 
ment, although the acquisition was included in Continental’s year-end balance 
sheet. 

SUMMARY 


Concentration in the bread and related products industry did not increase be- 
tween 1947 and 1950. There was a sharp rise in concentration between 1950 and 
1954, with the four largest companies accounting for 20 percent of the industry’s 
value of shipments in 1954 as contrasted to 16 percent in 1947, and approximately 
the same percentage in 1950. 

Between 1954 and 1958, the evidence leaves no room for doubt that concentra- 
tion is continuing to increase at a rapid rate. The estimated value of shipments 
for the entire industry was 18.8 percent greater in 1958 than in 1954. If the 
sales of the four leading companies are subtracted from the industry value of 
shipments in each of the 2 years, it can be seen that the rate of increase for the 
industry apart from the four largest firms was 16.2 percent. In contrast the 
sales of the four largest companies rose by 29.3 percent, or nearly double the per- 
centage increase for the rest of the industry. 


JUNE 17, 1959. 
Memorandum. 


To: Dr. John M. Blair, chief economist. 
From: Walter S. Measday, economist. 
Subject: Tabulation of disappearances from Bakers Weekly directory. 


The attached tabulation of bakeries which have gone out of business since 
1951 is based upon comparisons of the listings in the Bakers Weekly Selected 
Directory of Bakeries for the years 1951, 1957, and 1958. The following limita- 
tions and criteria employed must be borne in mind in evaluating the tabulation: 

1, The Bakers Weekly directory is itself a selected directory, leaving out 
many small, primarily retail operations. For example, the 1959 edition (cover- 
ing bakery operations in 1958) lists 4,316 establishments. In contrast the 1959 
Bakery Industry Blue Book, which includes operations not covered by the other 
directory, lists 7,692 establishments. Thus the tabulation shown does not depict 
the mortality rate among those small independent baking firms which are not 
large enough for inclusion in the Bakers Weekly directory. 

2. In selecting firms for the tabulation, the subcommittee staff limited itself 
to wholesale bakeries which produced bread exclusively or as a major part of 
their output. This means that the mortality figures shown do not include either 
of the followings: (@) bakeries which produced only cake, cookies, sweet goods, 
rolls, doughnuts, or other nonbread items; (b) bakeries which operated retail 
stores or home service routes, even though these firms may have reported a 
sizable number of wholesale routes. 

3. The tabulation includes only single plant operations. Even small multi- 
unit companies, with perhaps two or three small bakeries, have been omitted. 

4. The tabulation includes only independent plants which ceased operations. 
The numerous cases in which independent businesses have been sold to larger 
competitors or to the major baking companies are not covered in this tabulation. 

5. Finally, it must be emphasized that serious reductions in volume by many 
independent companies which are still in operation are not reflected in the tabu- 
lation. There are many instances in which, say, an A-plus bakery (over $1 
million sales volume) has fallen to a B rating ($150,000 to $499,000 volume) 
between 1951 and 1958. Since the bakery was still in business in 1958, however, 
its loss of sales does not show in the staff tabulation. 

In view of the above limitations, it is evident that the tabulation itself se- 
riously understates the true extent of the reduction of competition through the 
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elimination of independent business firms in the baking industry. Nevertheless, 
several important observations may be made from the data shown. 

In the first place, the overall disappearance of 157 firms from 1951 to 1958 
was heavily concentrated among the medium- and large-sized plants. Only 33 
percent of the number of companies which went out of business were operations 
with sales volumes of less than $150,000 a year; 67 percent of the companies 
had volumes ranging from $150,000 a year to several million dollars. Since 
bakery plants serve essentially local markets, it should be noted that even a 
sales volume of $150,000 may represent an important contribution to the eco- 
nomic welfare of the communities in which these plants are located. 

In the second place, over 90 of the disappearances have occurred in 3 regions; 
Middle Atlantic, East North Central and South Atlantic. The mortality in 
the East North Central States (39 firms) has been especially noticeable. With- 
in this area, the State of Illinois has suffered the greatest losses—18 firms, 
16 of which had sales of over $150,000 a year, disappeared in the period coy- 
ered. Other States which lost 10 or more independent single-unit baking com- 
panies include New York (18), Pennsylvania (13), Ohio (10), West Virginia (10), 
and California (11). 

Finally, the acceleration in disappearances in 1957-58 should be noted. From 
1951 to 1957, disappearances averaged roughly 20 firms a year. In the single year 
from 1957 to 1958, 39 firms went out of operation. Again this effect is most marked 
among the larger companies. Among the small bakeries (under $150,000 a 
year sales), disappearances in 1957-58 amounted to 10 firms, of the total of 52 
firms which disappeared over the full 7-year period. In the medium-sized cate- 
gory ($150,000-$499,000 a year), more than a quarter of the disappearances 
from 1951 to 1958 occurred in the last year of the period, i. e., 19 companies of the 
73 which went out of business between 1951 and 1958 did so between 1957 and 1958. 
Disappearances during 1957-58 in the next largest category ($500,000—-$1 million 
a year sales) accounted for 6 firms of the 7-year total of 25 firms, while 4 of the 
7 plants with sales of over $1 million a year which ceased operations between 
1951 and 1958 did so in the last year of the tabulation. 


Disappearance of independent bakers engaged exclusively in wholesale baking 


[Bakeries classed by sales volume '] 
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1 Sales volume classes: 
A+—Over $1,000,000 sales per year. 
A—$500,000 to $999,999 sales per year. 
B—$150,000 to $499,999 sales per year. 
C—Under $150,000 sales per year. 
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Source: Bakers Weekly Selected Directory of Bakeries, 1951, 1957, and 1958. 
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SERVICES PROVIDED BY AMERICAN BAKERS COOPERATIVE FOR Its MEMBERS 
SCHEDULE A 


CHART I. BASIC SERVICES 


Each plant is to receive: 

Sales and merchandising department: 20 days per annum (four visits of five 
days). 

Purchasing department: 2 days per annum (one visit of 2 days). 
laboratory ; see chart IIT). 

Accounting department: 3 days per annum (one visit of 3 days, plus periodic 
cost report; see chart IV). 

Purchasing department: 2 days per annum (one visit of 2 days). 

Total days service per annum, 45, plus laboratory services and comparative 
cost report, each 4-week period. 


CHART II. SALES AND MERCHANDISING DEPARTMENT 


Under this plan, each member will receive 20 days’ service of a staff man. 

This time will be given during four visits each year, each visit to be of a dura- 
tion of 5 days each. These visits to be made at the member’s plant. 

A written report will be submitted after each visit, setting forth the findings 
and recommendations of the staff man. This service will consist of the following: 

Mechanics of sales force.—Covering sales recordbreaking, sales charts, and dis- 
tribution forms. Recommendations regarding sales office, shipping-loading, and 
trucks and equipment. 

Men in sales force.—Covering qualifications of salesmen and supervisors, organ- 
ization spirit, labor turnover, and supervisory leadership. 

Methods used in sales force.—Covering consumer and store research, duties, 
scheduling, incentives, operation, and training. 

Merchandising the sales force-——Covering consumer and store research and 
analysis, promotions, dealer relations, market aggressiveness, packaging, budg- 
eting, media, distribution, and appreciation of advertising, as well as coopera- 
tion of media. 

Progress of the sales force—Covering comparative studies based on route aver- 
ages, sales and stales, sales per stop, per mile, along with recommendations for 
improvement. 

Additional days of service can be arranged for at a per diem rate which is set 
from time to time by the board of directors, plus actual expenses. 

By prior agreement, the basic 20 days’ service can be given in such a manner 
as will be most convenient to the mefnber and the cooperative. 

Advertising material is not a part of the proposed plan, but will be charged 
for separately as required. 

The merchandising department offers to our members the following services, 
which were inaugurated approximately 5 years ago: 

Sales service.—Our sales service covers, first of all, every detail of the sales 
management functions, starting with the basic fundamentals to a point where 
our merchandising know-how is on a par or better than the competitor in the 
member’s market. 

While the merchandising department covers sales service, advertising service, 
personnel service, and dealer relations service, there are times when one service 
overjaps into another. 

As part of the sales force, all phases of recordkeeping handled by the sales 
department (salesmen, supervisor, and sales manager), are covered. For best 
distribution control, most members use our system of route books, PM control, 
store and route analysis, as well as other distribution tools which are recom- 
mended. 

For plants that need help to achieve better efficiencies in the sales office and in 
shipping, loading, and transportation and equipment handling, these details are 
also handled. 

Advertising service-—Our advertising service is available to all members and 
includes recommendations on advertising budgeting, analysis of media and 
advertising distribution plans at the point-of-sale. 

In conjunction with our sales service, market research and analysis is avail- 
able concerning stores, routes, and the consumer. 

An annual advertising program is offered to all members on a syndicated basis. 
with latitude for all and any special advertising campaigns requested. 
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Special baked food brands that are the property of the cooperative are avail- 
able to all members on request. These are Bunny, Country Kitchen, Form, Town 
Talk, and Gay 90’s. In addition, other registered, copyrighted slogans and 
trademarks are available. These include Baker Boy, Cream Spun, Magic Whip, 
Sun Ray, etc. 

To bolster this advertising service, additional service is available from the 
Zell Manufacturing Co. of Atlanta, Ga., and the Cris Smallridge Advertising 
Agency, of Charleston, W. Va. 

Personnel service.—All functions of the personnel program are covered, starting 
with recruiting, interviewing, selecting, testing, rating, and grievance arbitration. 

This personnel service, together with sales service, covers the training of new 
men and group training. In adition, recommendations are made as to qualifica- 
tions of present salesmen, supervisors, and sales managers. 

Also under this service, our plants follow recommended patterns covering 
assignment and scheduling of personnel as well as the basic incentives covering 
stimulation, wage, and promotion of men. 

Dealer relations service.—A comprehensive plan is now available to all members 
which includes our monthly publication the ABC Grocers Digest. Special service 
is available to all members. This service also covers grocer meetings, sales meet- 
ings, dealer relations schools, grocer interviews, grocer counseling, market 
modernizition counseling, as well as other phases still on the planning board. 

Cost comparison service.—An important service is our periodic review of cost 
comparison of all members to achieve better sales progress. This service covers 
all analysis regarding bread and cake sales, sales per stop, sales per mile, de- 
livery cost per stop, as well as other factors. This service is available in con- 
junction with another ABC department, accounting and cost control. 


CHART III. PRODUCTION DEPARTMENT AND LABORATORY SERVICE 


Under the plan we would provide 20 days of field production service per year. 

These 20 days would consist of four visist of 5 days each to the member’s plant, 
time to be determined by the cooperative and agreeable with the member. 

The service to consist of study, analysis, and advice on formulas, methods, 
processes, shop organization, and management by qualified production super- 
visors, with a report setting forth findings and recommendations of the super- 
visors to be submitted after each plant visit. 

Laboratory services for classes A, B, C, and D members are included in the 
standard membership agreement. They are as follows: flour analysis, consisting 
of tests for moisture, ash, protein, malting, and baking. 

Two loaves of bread are sent by the members each week to our laboratory 
and a score for that bread is forwarded in turn, to the members, with criticism 
of formula and suggestions for improvement, if any. 

To make a report on a microanalysis of the member’s bread, which will con- 
sist of testing bread for extraneous matter, once each year at such time as the 
member shall request such service. 

To make a food and drug conformance test (vitamin assay) once each year at 
such time as the member shall request such service. 

Additional days of service can be arranged for at a per diem rate which is 
set from time to time by the board of directors plus actual expenses. 

The production control department of the American Bakers Cooperative was 
Started January 1, 1952. 

The purpose of the department is to produce the best product in the market 
in an efficient and economical manner. 

The production department provides 20 days of field service per year, consist- 
ing of four visits of 5 days each. The time of these visits is determined by the 
cooperative, in conjunction with the member. So far as practical, the visits are 
Spaced 3 months apart. 

During the visit, the production serviceman checks and balances formulas and 
introduces new varieties. 

A survey is made of existing equipment, and recommendations are made in 
order to increase efliciency through the introduction of improvised equipment and 
a preventive maintenance program. 

Personnel is also evaluated and, when requested by the member, a job descrip- 
tion program is inaugurated. 

The capacities of the different pieces of equipment are determined, and recom- 
mendations to eliminate the bottlenecks of production are made to management 
in order to improve production efficiency. 
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New processes such as continuous mix, improved sweet roll and donut opera- 
tions, bulk handling of sirups, shortening, and flour, equipment needed for 
increased automation, and the benefits obtained from these innovations in the 
industry are discussed with management. 

When necessary, flowsheets, which allow for more efficient scheduling of 
production through the plant, are made by the field servicemen. 

Good housekeeping practices are observed, and recommendations made to 
raise the sanitation level of the plant. 

The excess cost factors relating to production are reviewed with the plant pro- 
duction manager, and methods recommended to bring these factors in line with 
the other member plants. 

A written report setting forth the findings and recommendations is submitted by 
the serviceman after each plant visit. 

Additional days of service can be arranged for on a per diem basis, plus trans- 
po pe vere and expenses, at a rate which is set from time to time by the board 
of directors. 


CHART IV. ACCOUNTING AND COST CONTROL DEPARTMENT 


Under this plan we will furnish the member with our bread cost report 
each accounting period. 
Also conduct one 3-day conference per year at the member’s plant attended 
by a member of our accounting staff, who will— 
1. Study and comment on the member’s cost control system to be sure 
it is maintained at a resonable degree of efficiency. 
2. Check the adequacy and timeliness or reports to management. 
3. Consult with the member’s staff respecting any accounting problems. 
4. Keep the member informed of new office devices, practices or equip- 
ment which may tend to facilitate or expedite cost control. 
5. Review with management such matters as may be brought up. 
6. Submit a written report to the member, summarizing findings and 
recommendations. 
Additional days of service can be arranged for at a per diem rate which 
is set from time to time by the board of directors plus actual expenses. 
Comparative cost reports on cake and also doughnut operations are available 
at nominal rates set by the cooperative. 
The accounting and cost control department was one of the original depart- 
ments of the American Bakers Cooperative, Inc. at its inception. 
This department provides our membership with the following regular 
services: 


Cost control system 


Upon becoming associated with our organization, a member of our cost 
control staff will visit your plant. He will study your present accounting 
system and devise an appropriate cost system. This system will assure mapn- 
agement that proper daily cost information is compiled and that this informa- 
tion is brought to their attention every day. In the process of devising the 
system, emphasis is also placed upon internal control as well as daily con- 
trolable cost factors. 


Periodic comparative cost report: Bread operation 


Once your system is installed, you will furnish your headquarters office every 
4 weeks complete cost information on your bread operation for that period. 
We, in turn, will submit to you a comparative cost report setting out your 
various cost factors in comparative form along with other members of similar 
size and like operation. This report will set out specifically your cost factors 
that are out of line. 


Periodic comparative cost report: Cake and doughnut operation 


We also have available comparative cost reports covering your cake and 
doughnut operation. This is optional and is available at a nominal rate. This 
report is submitted in similar form to your bread comparative cost report. 


Regional averages and quarterly letters 


Once every quarter you will be furnished with a comparison of your various 
cost factors with other plants in your geographic area. Accompanying these 
averages will be a letter setting out an analysis and trend of your various costs 
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as compared to others in your regional group—along with specific comments on 
your operation. 


Personal in-plant service 


Once each year one of our staff cost accountants will visit your plant for 
a 3-day period. During this visit he will review your reporting procedure and 
cost control system to make certain that your records are being kept adequately 
and reports to management are timely. 

He will consult with management as well as your accounting staff, with 
regard to any accounting problems, ete. In addition he will keep you informed 
of any new office devices, practices, or equipment which will tend to expedite 
cost control measures. 

Representatives of our other service departments will review your compara- 
tive cost report with each of your respective department heads, pointing out 
cost factors that are out of line and make specific recommendations for 
improvement. 

At the end of each visit, a written report will be furnished to you summarizing 
his findings and recommendations of our accounting representative. 

In addition to the normal regular service, we have available the following 
areas of special service : 


Product variety cost analysis 


Our accounting staff is equipped to make detailed variety cost tests and time 
studies of your operation. Many plants are producing many varieties, and it 
becomes vital to management to have a greater knowledge of the cost and profit 
made on each individual variety. It is our opinion that this type of study be 
made at intervals of 6 months. Many benefits can be derived by management 
in the use of this type of service. 


Route and plant break-even and profit and loss surveys 


A number of our plants have had this type of work performed, and we believe 
they are receiving benefits from the survey. In many plants there is a great 
need for this type of service and a proper understanding of the break-even 
point concept. When all fixed costs are liquidated, contemplation of added 
volume should be considered in light of results of these types of studies. 


Survey of possibilities of reciprocal baking 


Many plants with low volume on certain production items could enhance 
their profit picture by considering reciprocal baking. That is, they produce 
certain production items for themselves and another baker and, in turn, the 
other baker produces other varities for this baker and himself. Before con- 
sidering reciprocal baking, you would want this type of survey. It would be 
a joint effort of our production and accounting departments. 


All inclusive analysis of your operation 


To assist a bakery with special management problems, we offer a complete 
management team composed of the respective department heads of our produc- 
tion, sales, and accounting service departments. This team would make a com- 
plete analysis of your entire operation and make specific recommendations for 
solutions of your management problems. Since this would involve several of 
our personnel over a period of 2 to 3 weeks, the cost would be extensive, yet, 
in proportion to the savings which could be accomplished, the cost would be 
relatively small. 


CHART V. PURCHASING DEPARTMENT 


In addition to selling to our members ingredients, supplies, materials, etc., of 
the best quality possible and at the greatest savings, this plan provides for a 
2-day visit from a representative of our purchasing department who will dis- 
cuss inventory methods, ordering systems, combination ordering, our suppliers, 
hew ingredients, packages, etc. The idea of the visit being to enable you to 
secure the greatest savings on your purchases and to try to keep you acquainted 
with the latest developments in the purchasing field. 
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ExuHisit B 


BUNNY trademark collectively owned and advertised by 22 members of Amer 


ican Bakers Cooperative, Inc. 
JOHN FE. LANGE, 
American Bakers Cooperative, Inc. 


Before Senate Subcommittee on Antitrust and Monopoly, Washington, D.C, 
July 7, 1959. 
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JULY 7, 1959. 
Memorandum, 


To: Paul Rand Dixon, counsel and staff director. 
From: Thomas C. Williams, attorney. 
Re the importation of bread from Canada into the 38th customs district. 


There is attached hereto figures showing the quantity of bread imported from 
Canada into the 38th customs district by months from 1954 up to and including 
May 1959. These figures were furnished by the Foreign Trade Division of the 
Bureau of the Census. The 38th customs district comprises all of the State of 
Michigan with the exception of Isle Royale and Menominee. 

The figures supplied include all bread and bread products with the exception 
of ryes. Assuming that all the poundage shipped into this customs district was 
white-sliced bread, we have shown the number in 20-ounce loaves, which is the 
principal loaf sold in the Detroit area. It should be noted that these figures 
represent shipments into Detroit and other ports of entry. 

The amount of bread consumed in the Detroit metropolitan area is estimated 
to be 15 million pounds per month. The amount imported in May 1959 is 
267,474 pounds or approximately 1.8 percent of the total consumption. The 
figure 15 million pounds per month is arrived at by an estimate taken from the 
1954 Census of Manufactures, which shows that 68 pounds of bread per capita 
per year are produced. Allowing 12 percent for wastage (stale returns), this 
leaves 60 pounds of bread per capita per year that is consumed, which amounts 
to 5 pounds of bread per capita per month that is consumed. Based on a 
population figure of in excess of 3 million persons for the Detroit metropolitan 
area, which figure is taken from the Statistical Abstract, we arrive at the 15 
million pounds per month consumed in Detroit. 


Quantity of bread imported from Canada into the 88th U.S. customs district 












































Number Number 

}Quantity| Value in of 20- Quantity) Value in of 20- 

in pounds} dollars ounce in pounds} dollars ounce 

loaves loaves 
1954—January . _..- 6, 600 $2, 222 5, 280 || 1956—October_.....| 244, 144 21,713 195, 315 
February - .-- 3, 870 1, 556 3, 096 November_..| 201, 102 18, 595 160, 889 
March......- 4, 040 1, 708 3, 232 December...| 201, 205 17, 791 160, 964 
Bo ohne 3, 690 1, 738 2,952 || 1957—January---... 240, 168 21, 789 192, 134 
May.. 1, 890 729 1, 512 February....| 286, 517 25, 693 229, 214 
June__ on 4, 475 1, 694 3, 580 March 276, 409 25, 477 221, 127 
See 5, 220 985 4,176 April_- 242, 340 21, 657 193, 872 
Rurast...... 1, 290 783 1, 032 May... 309, 838 28, 110 247, 870 
September-_- 2, 395 1, 059 1, 916 June... 169, 351 16, 021 135, 481 
October_.-.-- 2, 250 899 1, 800 July... 218, 614 21, 295 174, 891 
November-__- 3, O86 1, 336 2, 469 August......| 253, 341 22, 415 202, 673 
December - -- 3, 820 1, 260 3, 056 September.._| 231, 699 20, 646 185, 359 
1955—January -_... 12, 265 2, 034 9, 812 October_....-. 311, 438 27, 949 249, 150 
February... 11, 986 2, 344 9, 589 November__.| 233, 566 20, 798 186, 853 
60, 285 6, 368 48, 228 December...} 357, 231 29, 064 285, 784 
48, 140 4, 998 38, 512 1958—January- -... 237, 519 21, 595 190, 015 
152, 117 13, 403 121, 694 February....| 244, 834 22, 486 195, 867 
184, 456 16, 279 147, 564 242, 827 22, 512 194, 262 
180, 036 15, 455 144, 029 270, 022 24, 756 216, 018 
August... 161, 241 14, 317 128, 993 267, 104 25, 027 213, 683 
September...| 161, 686 15, 000 129, 349 334, 886 28, 892 267, 909 
October...... 141, 114 14, 114 112, 891 231, 956 21, 181 185, 564 
November. -- 91, 902 8, 923 73, 522 August......| 178, 089 18, 007 142, 471 
December _ _- 14, 245 2, 812 11, 396 September_..| 265, 829 23, 496 212, 663 
1956—January._.-- 49, 704 4, 996 39, 763 October_..... 267, 616 24, 256 214, 093 
February....| 218, 260 19, 363 174, 608 November__.| 158, 013 15, 046 126, 410 
March._.___. 186, 218 16, 527 148, 974 December...| 268, 608 26, 143 214, 886 
Bellis wibineae 189, 971 16, 797 151, 977 1959—January--_._. 291, 489 26, 866 233, 191 
I caters wal 267, 944 24, 363 214, 355 February....| 213, 249 25, 073 170, 599 
REE 240, 519 19, 861 192, 415 Mareh....... 205, 384 21, 083 164, 307 
ee 229, 536 21, 019 183, 629 ac acaciaties 244, 766 21, 763 195, 813 
August_.....| 236,733 20, 881 189, 386 | ee 267, 474 23, 810 213, 979 





September...| 184,929 16, 392 147, 943 
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CONTINENTAL BAKING CO. 
MERGER ACQUISITIONS 


1. It appears that especially all of Continental’s present 64 plants in opera- 
tion were acquired through mergers rather than plant construction. 

2. Their merger activity has been largely confined to two periods—the 1920's 
and the 1950's. 

3. During the 1950’s, they have acquired eight companies, four of which have 
been during 1958 alone. 

4. Judging from their 1958 annual report, these acquisitions have added ap- 
proximately $6 million to sales—an increase of over 2 percent over 1957. 

Since these acquisitions were held for only a small fraction of the year in 
most cases, it is too early to be able to measure their full impact upon 
competition. 

5. Of the eight acquisitions, three were acquired and immediately closed 
down: Markwardt Quality Bakery of Joplin, Mo.; Smith Baking Co. of Lin- 
coln, Nebr.; and Southern California Baking Co., of San Diego, Calif. 

6. During this same period, Continental actually built only three plants and 
these were to replace existing plants rather than for expansion purposes. 

7. The following is a list of the 1958 merger acquisitions with as much in- 
formation as is available on the acquired companies : 


Omak, INC. 


This is Continental’s largest acquisition to date. At the time of its acquisi- 
tion, Omar was the seventh largest bakery in the United States. 

Since Omar was acquired in November 1958 it is too early to measure the full 
impact of its acquisition upon the market. 

The following comparison shows the four cities in which Omer has plants in 
direct competition with Continental and relative market position of each: 


{In percent] 





City Continental Omar Total 
I snc henabiing pense easieeeinnpenddneeimnasedpwe 15.5 19.9 35.4 
I saa, cup an ie ee aaene aad ene 17.9 13.8 31.7 
DE os cdsckancdatisb<neeswbommmnnumetancadues gecauce 25.1 8.7 33.8 
DG can ccpecesacneenuoarcsscereaseauces aij tes eens ariaiinse 11.4 23.8 35.2 





Notre.—The above shows the market’s preference for the product of each of the 2 companies. To 
convert these figures to market shares, one need only assume that consumers buy their preference. 

In each of the above cities, Continental is now the largest wholesale baker. 
From the relative size and importance of Omar in these four areas it would 
appear that there has been a substantial lessening of competition within each 
of these areas. 

The following financial statement data are also available: 


OR AN TL SORE Ben UE iat cinta dn ucenreikenmimnnmeaise $15, 000, 000 
EMIRINLOR* OE Of SUMO DG, JUNO issih na rowed ecnencicnane $6, 000, 000 
Sales for year ending June 28, 1958_...................-....-..- $39, 000, 000 
Profits after taxes for year ending June 28, 1958___--_________-_-_- $116, 000 
Beier: Ot “ARI UN a os ick mawcetnemetnaantenos 4 


Number of routes (both retail and wholesale) _.__-__-__-__-_-_~ 1, 444 
OO CG ose eR aan ano caeomiccwememaseu $5, 217, 000 


DrCarLo’s NATIONAL Bakery, INc., San PEDRO, CALIF. (POPULATION 35,918) 


Acquired : May 24, 1958. 

Sales : In excess of $1 million per year. 

Number of plants: One with three ovens. 

Number of routes : 25. 

Assets : Not known. 

Competition : One other bakery with sales less than $150,000 per year. 
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ADMINISTERED PRICES 


ROCHESTER BREAD Co., ROCHESTER, MINN. (POPULATION 29,634) 


Acquired : December 6, 1958. 
Sales : In excess of $1 million per year. 
Number of plants : One with one oven. 
Number of routes: 37. 
Competition: One other bakery with sales less than $150,000 per year. 
Assets : Not known. 
BRAUN BAKING Co., PITTSBURGH 


Acquired : December 27, 1958. 

Sales: $6.6 million for year 1957; $5.7 million for first 10 months in 1958. 

Number of plants : One with four ovens. 

Number of routes: 124. 

Assets: Approximately $3 million. 

Competition: There are quire a few plants in Pittsburgh; however, Braun is 
probably one of the largest. It has more routes than any other bakery. 

Continental has no other plant there but serves the area from its Wheeling, 
W. Va., and Youngstown, Ohio, plants. 


This acquisition should materially add to Continental’s operation in Pitts- 
burgh. 





AMERICAN BAKERIES Co.—PRICES COMPARED WITH PREVAILING CHAINSTORE RETAIL 
PRICES 


Plant cities, Sept. 1, 1958 



















{In cents] 
American Bakeries Co. 

price per pound Prevailing 

Plant location chainstore 

retail price 

Wholesale Prevailing per pound 

retail 

I i a a a 15.0 17.3 14 
Indianapolis, Ind_......_..- 14.4 17.1 15 
Nashville, Tenn. ......_.. 15.5 17.5 15 
CD cccecacccue 4 15.6 18.4 15 
Cincinnati, Ohio.............- 15.7 18.8 15 
Columbus, Ohio_...........-- 15.7 18.0 15 
BE SR ncncciccncnunue 15.7 18.0 15 
aE eee 15.7 18.8 15 
I i a a ey 15.7 18.8 15 
I a 15.7 18.0 15 
ag a tai Boerne ciel iain abate ae 15.7 18.8 15 
Louisville, BEMIS at secanichoncdapedkcordiendied ales webintioue 15.7 18.0 15 
Minneapolis, ec ichiniainwthctbiaiiddtdaddiaadbeamatdd , 15.7 18.9 15 
IG). sisicncaddaladduskiideadbemaieky cade 15.7 19.1 15 
Norns Fee an od wid aueigaaedanedreaan 14.2 17.8 16 
cee od er eo se eee 14.7 15.6 16 
I a ta ek ee see 15.1 18.1 16 
Charlotte, oe Se ek ae a ed 15. 2 16.9 16 
Dallas, Tex rac iad id de aaeegnn a aaeesanaael 15.4 18.1 16 
Wichita RE I gg a a ee De 15.4 18.1 16 
Springfield, | SSR ies ears yee satcar es 15.4 17.7 16 
igh Point, N.C_.. é 15.5 17.5 16 
Fort W: orth, <o- seinen = 15.7 18.1 16 
Knoxville, 1 Ria aor pe ieee reat tots 15.9 17.9 16 
Atlanta, Ga cui cninbee acess seakawdedoaceriuie 16.1 18.9 16 
Rocky Mount, PG ncindccce sencuavdnckonikenie 16.1 18.9 16 
Jacksonville, Fla a a a ad oe eae 16.1 18.9 16 
Birmingham, acacia Bi A ete 16.3 19. 2 16 
RN Ts one nee ose 16.4 18.8 16 
I es ee 16.5 20.0 16 
iwtius, i4.........._............... 16.5 19.4 16 
I 16.9 19.9 16 
Pos. 16. 5 19.6 17 
PU OG css och nccccaceces 16.5 19.6 17 
a eres 16.5 19.4 17 
Muskogee, Gaede rcce sp caascacubiuadidackensbaewadinn 15.6 18.4 18 


Sources: American Bakeries Co. prices reported {to subcommittee. Prevailing chainstore retail prices 


= 17. computed from Anheuser-Busch national bread survey reports on chainstore prices and loaf 
elg: 


6566 ADMINISTERED PRICES 


CAMPBELL TAGGART ASSOCIATED BAKERIES, INC.—PRICES COMPARED WITH 
PREVAILING CHAINSTORE RETAIL PRICES 


Plant cities, Sept. 1, 1958 


[In cents] 


Campbell-Taggart price 
per pound Prevailing 
Plant location Pe AOL ee 
retail price 
Wholesale Prevailing per pound 
retail 


Grand Island, Nebr 
Memphis, Tenn 

Des Moines, lowa 
Hutchinson, Kans-_. 

Peoria, Il 

Chattanooga, Tenn 
Indianapolis, Ind 

Muncie, Ind_- é 
Saginaw, Mich_-._- 
Jackson, Miss 

Macon, Ga_.---- 

Kansas City, Mo 

Augusta, Ga__... 
Columbus, Ga... 

Cedar Rapids, Iowa 
Cincinnati, Ohio 

Nashville, Tenn-. 
Rockford, Il 

St. Louis, Mo 

Wi 
I TE nt cnecccumcnensn 
vs Mo 

PEEL, RWEncc5 vaccsesctes 
Waco, Tex_.... 

Roanoke, Va._.. 

Dallas, Tex 

Asheville, N.C 

Beaumont, Tex 

Denver, Colo 

Little Rock, Ark 

San Antonio, Tex 
Harlingen, Tex. ...---.- 
Corpus Christi, Tex... 
Oklahoma City, Okla--- 

El Paso, Tex--- 

I NORE oc ddaceewnn 
Albuquerque, N.Mex.-.. 
Sacramento, Calif 

San Francisco, Calif... 
PE RO ce ti dn di nina neiaa Rik cmcbseciedaadnane 


Kaw OCODANOCOMUOOCw ¢ ~ P 


Sources: Campbell-Taggart Associated Bakeries, Inc., prices reported to subcommittee. Prevailing 
chainstore retail prices per pound computed from Anheuser-Busch national bread survey reports on chain- 
store prices and loaf weights. 
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CONTINENTAL BAKING Co.—PRICES COMPARED WITH PREVAILING CHAINSTORE 


RETAIL PRICES 


Plant cities, Sept. 1, 1958 


[In cents] 





Plant location 





ILL ITIL a ann dichincdidiincgscmb ghahichansacaniion blangadsa aan enaconninle 
Omaha, Nebr.....-......- 
Memphis, Tenn-.......-- 
Des Moines, Iowa... --.-- 
Dayton, Ohio............ 
Indianapolis, Ind_...---- 
Davenport, lowa.....--- 
Kansas City, Mo-.....--- 
Minneapolis, Minn.-.---- 
|. >a 
Es BED c wecenncase 
Be, BO, BRO nnnncmescen 
» 0 eee 
Wichita, Kans...---- 
Milwaukee, Wis.---- 
Waterloo, lowa_.-.-.-- 
Akron, Ohio....--.-..-- 


Youngstown, Ohio--- 
Wheeling, W. Va.--. 
Little Rock, Ark... 
Columbus, Ohio-.- 
Denver, Colo_----.-- 
SY he eee 
OOO 4, eee 

Shreveport, La....-.- 
Rochester, N.Y... 
Buffalo, N.Y ...-.-- 
. t' 
Boston, Mass-.-- 
Holyoke, Mass... .----- 
Oklahoma City, Okla 
Bridgeport, Conn......-...----- 
East Hartford, Conn 
New Haven, Conn 
WE LT wn ccie nas 
Washington, D.C.. 
Salt Lake City, Ut: 
i cinenanccameon 
8an Diego, Calif__. 
Sacramento, Calif 
San Francisco, Calif 


















Continental Baking Co. 
(price per pound) 


Wholesale 


Ooh Race 


CO POOHW APA AAROMRAROUNAAUEROOS 


Prevailing 
retail 


-_ 
~ 
HORN HHH RROAODANW 


Prevailing 
chainstore 
retail price 
per pound 





Sources: Continental Baking Co. prices reported to subcommittee. 


Prevailing chainstore retail prices 


per pound computed from Anheuser-Busch national bread survey reports on chainstore prices and loaf 


weights. 
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JENERAL BAKING Co.—PRICES COMPARED WITH PREVAILING CHAINSTORE 
RETAIL PRICES 


Plant cities, Sept. 1, 1958 


[In cents] 


General Baking Co. 
(price per pound) Prevailing 
Plant location i i dal kt i. 
retail price 
Wholesale Prevailing per pound 
retail 


Detroit, Mich 4 (18. 8) 
Wichita, Kans p ie a : (20. 0) 
Louisville, Ky B. f (18. 4) 
New Orleans, La. -.- : (19. 0) 
Columbus, Ohio ; (17. 6) 
Cleveland, Ohio i (19, 2) 
Wheeling, W. Va : (20. 4) 
Se : 21.0 
Norfolk, Va_..... 

Rochester, N.Y 

Buffalo, N.Y 

Syracuse, N.Y 

Springfield, Mass 

Worcester, Mass 

Oklahoma City, Okla 

Washington, D.C 

Hartford, Conn 

Providence, R.I 

Newark, N.J_- 

Brooklyn, N.Y 

Bronx, N.Y__. 5 

cnt. ccunsencucuiapeens 

Baltimore, Md. - 

Albany, N.Y. 

Philadelphia, Pa 

i cn apseneticensshinaeian wisnumicilicancdntpewaaews 


Note.—Prevailing retail prices shown in parentheses were not reported by General Baking Co. but are, 
instead, the retail prices reported by Anheuser-Busch national bread price survey which were accociated 
with the same wholesale prices as those submitted by General Baking Co. 


Sources: General Baking Co. — reported to subcommittee, except as noted. Prevailing chainstore 
— poe ot pound computed from Anheuser-Busch national bread survey reports on chainstore prices 
and loaf weights. 


INTERSTATE BAKERIES CORP.—PRICES eCOMPARED WITH PREVAILING CHAINSTORB 
RETAIL PRICES 


Plant cities, Sept. 1, 1958 


{In cents] 


Interstate Bakeries Corp. 
price per pound Prevailing 
Plant location eae __| chainstore 
retail price 
Wholesale Prevailing per pound 
retail 


Omaha, Nebr 

Des Moines, Iowa... 
Kansas City, Mo--.-- 
Milwaukee, Wis-.-- 
Chicago, Ill_- 
Springfield, Il 
Cincinnati, Ohio-__-. 
Peoria, Tll...--- 
Grand Rapids, Mich 
DE EIOON 5 Gn vaicsnensaksucduacunes 
Buffalo, N.Y 

Los Angeles, Calif. . 
San Diego, Calif. _-. 
Sacramento, Calif 


Sources: Interstate Bakeries Corp. prices reported to subcommittee. Prevailing chainstore retail prices 
per — computed from Anheuser-Busch national bread survey reports on chainstore prices and loaf 
weights. 
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LANGENDORF UNITED BAKERIES, INC.—PRICES COMPARED WITH PREVAILING 
CHAINSTORE RETAIL PRICES 


Plant cities, Sept. 1, 1958 









{In cents] 
Langendorf United price 
per pound Prevailing 
Plant location chainstore 
retail price 
Wholesale Prevailing per pound 
retail 
Los Angeles: 
I x05 aisid on nitacleparans dmdunsncciewanaeaaenanmee nen aee 17.9 22.0 20 
Barbara Ann. -- 18.9 23.5 20 
Se PR ingcnaesitcachquamibncudsddassduccedadacasaneam 18.8 23.5 23 





Sources: Langendorf United Bakeries, Inc., prices reported to subcommittee. Prevailing chainstore 
—_ — per pound computed from Anheuser-Busch national bread survey reports on chainstore prices 
and loaf weights. 


SOUTHERN BAKERIES Co.—PRICES COMPARED WITH PREVAILING CHAINSTORE 
RETAIL PRICES 


Plant cities, Sept. 1, 1958 








[In cents] 
Southern Bakeries Co. Prevailing 
price per pound chainstore 
Plant location does retail 
price per 
Wholesale Prevailing pound 
retail 
Pd tidvicdudinssiahacdedtakbakidankebaiboeticcates! 13.6 16.0 15 
Charlotte, N.C. 16.0 18.0 16 
Greensboro, N. 16.0 19.0 16 
MEIENS 1:0 a nnccncoccaccncues . 16.0 18.8 16 
Mi wddnnncnasn enone 16.0 20.0 16 
CE BE accncndancanensdnn 17.0 20.0 16 
Orlando, Fla___- 17.0 20.0 16 
Jacksonville, Fla 17.0 20.0 16 
RSE 17.2 20.8 16 
IN i stnciccs ain cuihchdikasdsne Snack opdehte Site nia henie Rises eset 17.6 21.6 16 


Sources: Southern Bakeries Co. prices reported to subcommittee. Prevailing chainstore retail prices 


= computed from Anheuser-Busch national bread survey reports on chainstore prices and loaf 
weights 
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Wakp BAKING Co.—PrRICEs COMPARED WITH PREVAILING CHAINSTORE RETAIL 
PRICES 


Plant cities, Sept. 1, 1958 


[In cents] 


Ward Baking Co. 
(price per pound) Prevailing 
Plant location chainstore 
retail price 
Wholesale Prevailing per pound 
retail 


South Bend, Ind 5 15 
Chicago, Il ; é 15 
Detroit, Mich ; 15 
8t. Louis, Mo , ; 15 
New Orleans, La.... : L 15 
Youngstown, Ohio... 6 i 16 
Columbus, Ohio \ \ 16 
High Point, N.C.. } y 16 
Birmingham, Ala.. , k 16 
Jacksonville, Fla. } f 16 
Rocky Mount, N. : 4 16 
16 
16 
16 
16 
17 
17 
17 
17 
17 


Pittsburgh, Pa... : 

Tampa, Fla_- 17.6 
Syracuse, N.Y--- 18.4 
Springfield, Mass-_- 15.3 
Baltimore, Md_... 16.0 
Providence, R.I_.. 16.9 
Newark, N.J_..--- 17.4 
New York City 17.4 


BSSSSeN88i 
NN NWHOON 
st et et to 


Sources: Ward Baking Co. prices reported to subcommittee. Prevailing chainstore retail prices per 
pound computed from Anheuser-Busch national bread survey reports on chainstore prices and loaf weights. 


om 


CHANGES IN WHOLESALE BREAD PRICES IN MAJOR CITIES 
Selected changes, Sept. 1, 1952, to Sept. 1, 1958 
ATLANTA 


[In cents] 


Changes in wholesale price per pound 
caused by change in— 


Company (loaf weight in parentheses) 
Size of loaf Price of loaf 


To— From— 


July 20, 1953 Campbell-Taggart (19 ounces) 12.1 
DO... cecunacee) SOUGOTE GD GONE)... .<.<c000. ‘7 11.2 
Do American (18.2 ounces) 12.3 
Oct. 24, 1953 American (18.2 to 19.1 ounces) 
July 5, 1954 American (19.1 ounces). ..--..---- 12.6 
Aug. 2, 1954 Southern (20 ounces) . 12.0 
Aug. 4, 1954 Camphell-Taggart (19 ounces) --- 
Jan, 21, 1956 American (19.1 to 16.9 ounces) -.-. 
Mar. 25, 1957......] American (16.9 ounces)-.........- 
0 Southern (20 ounces) 
Mar, 26, 1957......| Campbell-Taggart (19 ounces) -_-- 
June 12, 1957__....| Southern (20 to 20% ounces) 
Sept. 12, 1957 Southern (2014 to 20 ounces) 


scram iia aaa ee ec ce accent 


BALTIMORE 


Mar. 18, 1953 ! General (1714 to 17 ounces) --........----.-- 

Oct. 19, 1953! _.. General (17 ounces) - - - 

Oct. 24, 1953 !......| Ward (20 ounces) --- 

Oct. 2, 1955 ! General (17 to 164% ounces) 

Nov. 5, 1956 !.._...| General (164 ounces) 

Nov. 10, 1956 !.....| Ward (20 ounces) —--- eae cl reteale cgtted 
Aug. 25, 1958 !___._| General (16% to 164% ounces) -.-...-.----.-- 


Secession 


See footnotes at end of table. 








RETAIL 


Prevailing 
chainstore 
retail price 
per pound 


ail prices per 
i loaf weights, 


ITIES 





e per pound 
in— 





‘ice of loaf 


———$—$—— 


\— To- 

2.1 12.6 
1.9 12.0 
2.3 13.2 
eet. 13.4 
2.0 12.8 
2.6 13.5 
soi 
2.8 13.6 
3.5 14.3 








ADMINISTERED PRICES 


Selected changes, Sept. 1, 1952, to Sept. 1, 1958—Continued 


BOSTON 
{In cents] 





Changes in wholesale price per pound 
caused by change in— 








Date Company (loaf weight in parentheses) 
Size of loaf Price of loaf 
From— To— From— To— 
June 8, 1953 3__....| General (1734 to 1674 ounces) -.._.-....---- 367°) ° -- I L... cee eae 
Sept. 4, 1953. .....- Ne Oe IE oc bi crtiiisitidnnwninkcnng pembibnnaasbanibademans 14.6 15.5 
Sept. 15, 1063 3.....| General (1676 ounces). . ....-.........+....]--.-...-.-}..... 15.1 16.0 
0.8_..._......| Continental (174 to 18 ounces) __....-.....]...-.--.-.}.-- eget. 14.6 15.1 
Nov. 9, 1953 3__...- General (16% to 17% ounces) -_.._- 60 (Se hc Hebd 
Dec. 27, 1953....... Continental (18 to 1714 ounces) _._-. Me. - SB ce 
June 11, 1954 2___..| General (17% to 17% ounces) -_--__- Wee.) | SR Bicacecd seth ek 
Aug. 23, 1954 2____. General (17% to 167% ounces) - ___-- BOG) bam BR Bice natcetta 
Sept. 30, 1954._...- Continental (1744 to 17 ounces) __-- i) eee | eee ee 
Feb. 13, 1956....... Continental (17 to 164 ounces) _- . | a © | aaa eee 
Sept. 3, 1956_.....- General (167% to 17% ounces) -_..-.......-- Bee, | ATE 


Sept. 11, 1956 3_.... Continental: 


Nov. 26, 1956 2____. General (17% ounces) - - .....-- 
Nov. 27, 1956 


Feb. 18, 1957 
Apr. 22, 195 
June 13, 1957 


ee Continental (18 to 174% ounees).. 





CRS EF Or NTA OID ind cciciinnaniavd bind ccmnaad paecbnbinebes 
(Weight: 16% to 17 ounces) - 








patcw Ward (174% ounces) - 
Secrata Continental (17 to 18 ounces) __ 


Pe Ward (1714 ounces) .--._---.--_- snnsae PUgSxCSES LARA setssee.! 16.0. 16.9 

















June 17, 1957__....- Continental (17% ounces) - eciombiie 16.0 16.9 
Do.? ....---| General (17% ounces) - - - - zx 16.1 17. 
Dee. 13, 1957......- Continental (1714 to 17 ounces) ......------ . DO isc nnionhadhanmaiaaachile 
June 16, 1958 2____- General (17% to 167% ounces) -_.........--- 17.0 FeO tesccccadesisacaceuade 
CHARLOTTE, N.C. 
Aug. 3, 1953... .. ..| American (16.9 ounces) 13.3 14.2 
Aug. 10, 1953.._... Southern (16 ounces) __...... 14.0 15.0 
July 11, 1955....-.- American (16.9 ounces) 14.2 15.2 
Wi ceksauekeee GRRE Gt I cacncticcnddnceondsaniiimedndlinedtbiamecid 15.0 16.0 
CHICAGO 
Feb. 9, 1953_......- Continental (2014 to 20 ounces) -........... 13.3 Be Eioncnpeneuiedencnsaen 
Sept. 13, 1953_..._-. COSINE CP CUD os visiincciicncncgudewalccbiontinglonaneneben 13.6 14.8 
BO akesccn sens Ward (20 ounces) - -.-..--..-- 13.6 14.8 
Sept. 19, 1953 4..._. Interstate (20 ounces)... -.-- 13.6 14.8 
Feb. 7, TOON sceicccu Ward (20 ounces) -......--..- 14.8 16.0 
Feb. 8, 1955.......- Continental (20 ounces) ....- 14.8 16.0 
Feb. 12, 1955 4.._.- REE aa Sere 14.8 16.0 
CINCINNATI 
Sept. 27, 1952 4...._| American (20.4 to 20.8 ounces)-_.......--..- 13.3 DELS livdancaueeleaahngcne 
Oct. 11, 1952 4......| American (20.8 to 20.4 ounces) ............. 13.1 DE Bedstaceaee dene 
Aug. 7, 1953. . CARRIE 2 GONE Cie CU ccncdccccabsesnscconsbadasescese 13.6 14.4 
Aug. 8, 1953_ - Pe | Ee Se a A 13.6 14.4 
Pe cene Interstate (20 ounces) - -..- d 
Do‘ 


July 14, 1954.. 
July 15, 1954. 


July 17, 1954 

Do’ 
Apr. 23, 1955 
May 7, 1955 
Feb. 2, 1957 


Feb, 25, 1957... 


Feb. 26, 1957 


Mar. 2, 1957 4 


praicwe .| American (20.4 ounces) .. 








4 









American (20.4 to 20.8 ounces) ......-- 
.-| American (20.8 to 20.4 ounces) hidhinietes 
----| Interstate (20 ounces). ............-.- 
.--| Campbell-Taggart (16 ounces) --..---- 
kate Continental (20 ounces) -.......---- 








See footnotes at end of table. 





ADMINISTERED PRICES 


Selected changes, Sept. 1, 1952, to Sept. 1, 1958—Continued 


CLEVELAND 
[In cents] 


Changes in wholesale price per pound 
caused by change in— 


Company (loaf weight in parentheses) 
Size of loaf Price of loaf 


Mar. 10, 1953 3 General (225% to 223% ounces) 
General (22% ounces) - - - 

July 30, 1953 Continental (194 ounces) - --- 

Aug. 15, 1953 

Aug. 31, 19543 

Sept. 2, 1954 

Sept. 30, 1954 Ward (18% ounces) - 

Dec. 16, 1954 2___..] General (228% to 23% ounces) -- 

Mar. 3, 1955 2 General wae to 22% ounces) 

May 18, 1955......| Continental (191% to 19 ounces) _. 

Aug, 22, 1955 3 General (22% to 211% ounces) ---- 

Sept. 26, 19552 won (21% to 23% ounces) 


May 13, 1956 * 
(Price: 19 to 191% cents) 
(Weight: 1814 to 1914 ounces) - -- 

May 21, 1956 3 General (23% ounces) 

May 22, 1956......| Continental (19 ounce) 

Aug. 12, 1957 Continental (19 to 20 ounces) -- 

Sept. 8, 1957 Ward (19% ounces) - - ---....--- 

Sept. 10, 1957 Continental (20 ounces) - -- 

Sept. 10, 1957 3.....| General (23% ounces) 


COLUMBUS, OHIO 


Dec. 15, 1952 Ward (20 ounces) 
Dec. 16, 1952 # §....| General: 
(Price: 16 to 17 cents) 
(Weight: 197% to 20% ounces) 
General (20% to 19% ounces) 
General (19% ounces) 
General (19% to 20% ounces) 
General (20% to 20% ounces) 
Ward (20 ounces) 
General (20% ounces) 
Ward (20 ounces) 
General (203% ounces) 
J uly 22, 1957 § General (20% to 19% ounces) 
January 1958 6 General (19% to 20% ounces) 


DES MOINES, IOWA 


Campbell-Taggart (20 ounces) 
Interstate (20 ounces) 
Campbell-Taggart (20 ounces) 
, .-| Interstate (20 ounces) 
July 18, 1955. Campbell-Taggart o ounces) 
July 23, 1955! Interstate (20 ounces) 
Feb. 27, 1956 Campbell-Taggart (20 ounces) 
Interstate (20 ounces) - - ..---.- 
Sept. 10, 1956 Campbell-Taggart (20 ounces) - 
Sept. 15, 1956! Interstate (20 ounces) - 
Aug. 11, 1958 Campbell-Taggart (20 ounces) _- 
Aug. 16, 1958 ! Interstate (20 ounces) 


See footnotes at end of table, 


} 
I 
I 
§ 
§ 
I 
I 
J 





r pound 


of loaf 


ae ee cee | es 
CSCOBDBDASBDBDAAWDH 


= 


Sept. 7, 1953 
Sept. 9, 1953 5 


Sept. 12, 1953 !___. 


Do 
Nov. 24, 1954 5 
Nov. 27, 1954! 


Nov. 22, 1952 !____- 


Dec. 19, 1953 ! 
Dee. 20, 1953 


ADMINISTERED PRICES 


Selected changes, Sept. 1, 1952, to Sept. 1, 1958—Continued 


DETROIT 
{In cents] 


Changes in wholesale price per pound 
caused by change in— 


Company (loaf weight in parentheses) 


Size of loaf 


From— 


Continental (20% ounces) 
General (20% ounces) - - . .- 
American (20.4 ounces) 
Continental (2014 to 20 ounces) 
Continental (20 ounces) 
Ward (20 ounces) 

General (20% ounces) 
American (20.4 ounces) -- 
Ward (20 ounces) - 
American (20.4 ounces) _- 
Continental (20 ounces) 
Ward (20 ounces) 

General (20% ounces) 


HOUSTON 


American (23.9 to 24.3 ounces) 
American (24.3 ounces) 
Campbell Taggart (24.5 ounces) 
American (24.3 ounces) -.-. -- 
— Taggart (24.5 ounces) - - 


Amerie ‘(24.3 ounces) 
American (24.3 to 23.9 ounces) 


JACKSONVILLE, FLA. 


Ward (15.5 ounces) 
Southern (16 ounces) 
American (16.5 ounces) 


____.-| American (16.5 to 16.9 ounces). 
June 28, 1954._....| Southern (16 ounces) 
June 30, 1954.__...| Ward (15.5 ounces) 


| 
July 20, 1954_- 


...--| American (16.9 ounces) 


American (16.9 to 17.4 ounces) .. 


Aug. 12, 1955. _....| American (17.4 to 16.9 ounces)... 


Aug. 15, 1955 
Mar. 26, 1956 
Apr. 1, 1956 
Apr. 2, 1956 
aot 1957_. 


Apr. 23, 1957. 


Sept. 3, 1952 3 


Sept. 24, 1952 7____- 


Oct. 4, 1952 


Aug. 3, 1953__.-... 


Aug. 4, 1953 
Aug. 15, 1953. 
Sept. 4, 1956__ 
Sept. 7, 1956 
Sept. 8, 1956 
Aug. 9, 1957 
Sept. 30, 1957. 
Mar. 22, 1958 8_- 


Ward (15.5 to 16.5 ounces) __.... 


NGG Cite GUNG, cnn randconccesanescesnehasdecte AB yea Ste 


American (16.9 ounces) .- . - 
Southern (16 ounces) - - - . 
Southern (16 ounces) -----.- 
American (16.9 ounces) -.- 
Ward (16.5 ounces) 


KANSAS CITY 


General: 

Price: 14 to 15 cents. ; 

Weight: 17 to 17% ounces) 
Campbell Taggart (20 ounces, retail) 
Interstate (20 ounces) . 
General (17% to 17 ounces) .....-...-.-.--- 
Campbell Taggart (20 ounces, retail) 
NE Oe I os nncccvaconausnucsusebincevhoeh 
Interstate (20 ounces) - - 
General (17 ounces) - - .-.--- eiielrdde sree oatciee 
Campbell Taggart (20 ounces, retail) eae 
Interstate (20 ounces) - - 
General (17 to 174% ounces) - - 
General (171% to 17 ounces) .......-..---- 
General (17 to 1644 ounces) -_......--.-- 





See footnotes at end of table. 
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Selected changes, Sept. 1, 1952, to Sept. 1, 1958—Continued 


June 25, 1953 
Do 


June 27, 1953}... 
Mar. 22, 1954- ._. 
July 19, 1954 
De... 

July 24, 19541___ 
May 28, 1956_._.-. 
May 29, 1956 -_- 
June 2, 1956! 
June 10, 1957. 
June 11, 1957. 
June 15, 1957. .-.-. 


LOS ANGELES 
{In cents] 


Company (loaf weight in parentheses) 


Continental (23 ounces) 
Langendorf (2214 oun 
Interstate (24 ounces) - - 


.| Continental (23 to 224 ounces) -......-.---- 


Continental (2214 ounces) ._.......---- 
Langendorf (22% ounces) ...........-.----- 
Interstate (24 ounces) Saat 
Langendorf (2214 ounces) .........-...--- 
Continental (22!4 ounces) - -- 
Interstate (24 ounces) - 
Langendorf (22!4 ounces) .....-- 





...-| Continental (2214 ounces) - 





Interstate (24 ounces) -.._- 





Oct. 27, 1953. ...- 
Oct. 31, 1953 !.....- 
Aug. 17, 1954__-- 
Aug. 21, 1954 !_- 
May 15, 1958 
May 23, 1958 
May 
June 25, 1958 _ __- 
May 15, 1958_- 
Do... 
May 23, 1958 - - -- 
May 28, 1958 
June 25, 1958 


MEMPHIS 


Campbell Taggart (16% ounces) ---_- 
American (16'4 ounces) ._-.----.----- 
Campbell Taggart (1614 ounces) -_.-.- 
American (new loaf, 13.9 ounces) - - 

Campbell Taggart (161% ounces) -_-_- 


5 aucune 5 ; 
Campbell Taggart (new loaf, 14 ounces) 
Campbell Taggart (14 ounces) __- 


Changes in wholesale price per pound 
caused-by change in 


Size of loaf 


From— 


From 


13.6 
13.9 
13.0 


1 
bo 


1 
1 
1 


i 
16. 2 | 
16.2 
15. 2 
16.8 
16.8 | 


15.7 











Price of loaf 


To 





March 1953 

1954- - 

May 1954___..-.- 
June 30, 1954. .... 
Mar. 14, 1955 
June 1956 

July 7, 1956 


Apr. 20, 1957 
Apr. 24, 1957..-...- 


Sept. 9, 1952 
Oct. 2, 1952 
June 17, 1953 
Sept. 7, 1953 
do a 
Sept. 9, 1953 
Sept. 12, 1953 4___ 
May 17, 1954-_-.--- 
May 24, 1954... .-- 
May 31, 1954 
July 19, 1954 
Nov. 8, 1954- .- 
Nov. 10, 1954 
Do 
Nov. 11, 1954 4 
Feb. 11, 1957 
Do 
Feb. 13, 1957 
Feb. 16, 1957 4 
Apr. 29, 1957 
May 12, 1957 


.| Southern ® 





Southern (15 ounces) 

Southern (20 ounces) - . 

American (15.8 ounces) 

American (15.8 to 16.5 ounces) _.- 

BOGCDONT G0 CRONE a oii co ccncnccencnncen 

American (new loaf, 20.8 ounces, at 20.5 
cents). 

Southern CS GUMOGG) on cdvncncccwsuccsues 





NEW YORK CITY 


Continental (17 to 18 ounces) 
Continental (18 to 1714 ounces) 
General (17% to 167% ounces) 
Continental (174% ounces) 
Ward (17 ounces) 5 
General (167% ounces) 
American (20.4 ounces) 
General (167% to 17% ounces) 
General (17% to 175¢ ounces) 
General (17% to 1674 ounces) 
Continental (1714 to 17 ounces) 
General (1674 ounces) 

| Continental (17 ounces) _ - 

| Ward (17 ounces) 

American (20.4 ounces) 
General (16% ounces) 

Ward (17 ounces) 
Continental (17 ounces) 
American (20.4 ounces) 
General (16% to 17% ounces) 
General (173% to 167% ounces) 





American (20.8 ounces) .........--...--..--|- 





See footnotes at end of table. 





























Date 
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Selected changes, Sept. 1, 1952, to Sept. 1, 1958—Continued 
PHILADELPHIA 


[In cents] 


Company (loaf weight in p 





| Changes in wholesale price per pound 


arentheses) 
Size of 


From- 


caused by change in— 


loaf Price of loaf 














Oct. 18, 1952... 
Mar. 14, 1953 
Sept. 9, 1953 
Sept. 15, 1953 
De... 


























June 23, 1955 

















Sept. 10, 1956 8 











Apr. 27, 1957 
June 17, 1957 
Jan. 20, 1958 


























June 25, 1955...-..-. 
Aug. 6, 1956_.... 
Aug. 11, 1956 


Mar. 28, 1958. .-.-- 


ibis General (16% to 165% ounces) - - 
General (165% to 16% ne 
Ward (17 ounces) 
Continental (7 ounces) - - 


General (16% ounces) 


Ae General (163% ounces) ‘ 
Continental (174% ounces) - - 
Ward (17 ounces) 


Ward (17 ounces) 
Continental: 
(Price: 18 to 19.5 cents) 


Continental (18 to 17% ounce 
Continental (17% to 17 ounce 
Continental (17 to 1614 ounce 


General (16% to 165% ounces) 


Continental (17 to 17% aaah 


General (16% ounces) - - ..--- 


(Weight: 17% to 18 ounce 


es 


Pitan nne nae 
S).. 


S) 











ro From— To— 
15.3 —— i 
15.5 wcveiibasiaie'g Uediedimtaatate 
‘ 15.1 16.0 
15. 1 16.0 
na 15.5 16.4 
BO 4 cndnvewe sbbbans ia 
anatacas 16.4 17. 
15.5 16.5 
aa 16.0 16.9 
lea las 17.4 18.9 
16.9 18.4 
17.8 
18. 4 
18.9 
18.8 














PORTLAND, OREG. 














July 20, 1953 3 





Do. 
July 26, 1954__ 
Do... 
June 11, 









‘1956-- 

July 15, 1957_- 

July 22, 1957-. 

Dec. 30, 1957 

Aug. 18, 1958 
I 























Continental: 
Price: 


Continental (224 ounces)... 
Langendorf (22% ounces) -... 
Continental (224% ounces) .__. 
Langendorf (224 ounces) - 
Continental (22% ounces) - 
Langendorf (224 ounces) -. 
Continental (2244 


Langendorf (224 ounces) 














Mar. 
Aug. 1 
Aug. be 
Aug. 15, 1953 ! 
June 17, 1954 
June 18, 1954_. 
June 19, 1954 i 
Dec. 8, 1956 


- 1953 
» 1953- - 






















Dee. 11, 1956...-- 


See footnotes at end of table. 


American (21.7 to 20.4 ounces) 
Campbell Taggart (20 ounces) 
General (20 ounces) - . ....- 
American (20,4 ounces 





General (20 ounces) 1° 
..--| American (20.4 ounces)...... 





.-| Campbell Taggart (20 ounces) 


to 22 ounce 1S) -- 
Continental (22 ounces) -_..... 


8ST. LOUIS 






Campbell Taggart (20 ounces). 


American (20.4 ounces) .......-. 


FF RE Ra is nie crac aniseneunntiidaieadanks Iinanbankat 
Weight: 24 to 224 ounces. . 
..---| Langendorf (22! ounces) 






12.5 
















} 13.3 14.8 

14.2 14.8 

14.8 15.9 

14.8 15.9 

15.9 17.1 

15.9 17.1 

17.1 17.6 

Eaauhine 17.1 17.6 
ec 18.0} 192 


TRG EL accctusetbnindacuann 
13.6 14.4 

13.6 14.5 

13.3 14.1 

14.4 15.2 

14.5 15.4 

14.1 14.9 

14.9 15.7 

seit 15.2 16.0 
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Selected changes, Sept. 1, 1952, to Sept. 1, 1958—Continued 


SAN FRANCISCO 
[In cents] 


Changes in wholesale price per pound 
caused by change in— 


Company (loaf weight in parentheses) 


Size of loaf Price of loaf 


From— To— From— To— 


Langendorf (224% ounces) -................-. 14.4 
Campbell Taggart (224 ounces)... 14.4 
June 16, 1953.......| Continental (23 ounces) 14.1 
July 6, 1954 Langendorf (224 ounces) 15.5 
D Campbell Taggart (224 ounces) 
Continental (23 ounces) 
Interstate 1! (24 ounces) 
July 1955......-.--| Continental (23 to 224% ounces) 
June 11, 1956 3.....| Continental: 
Price: 23.5 to 25 cents 
Weight: 224% to 23 ounces 
Langendorf (2244 ounces) ..........- 
Campbell Taggart (2244 ounces) --- 
Aug. 18, 1956! Interstate (24 ounces) 
Nov. 4, 1957 Continental (23 to 2244 ounces) 
June 12, 1958 Langendorf (224% ounces) ........... 
June 13, 1958 


Continental (2214 ounces) 
Interstate! (24 ounces) 








Aug, 20, 1953 Continental (24 ounces) 
Do Langendorf (24 ounces) 





0 
Apr. 10, 1955. 
June 5, 1955. 
June 9, 1955 
June 12, 1955 
June 14, 1955. Continental (22 ounces) 
D Langendorf (22% ounces) --- 





Ward (15% ounces) 
Southern (20 ounces) 
Southern (20 ounces) 
Ward (15% ounces) 
Southern (20 ounces) 
Ward (15)4 ounces) 
Southern (20 ounces) 


See footnotes at end of table. 











ound 


loaf 








16.8 


0 
8 
6 
0 16.5 
0 
5 
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17.6 
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Selected changes, Sept. 1, 1952, to Sept. 1, 1958—Continued 
WASHINGTON, D.C. 
















[In cents] 
Changes in wholesale price per pound 
caused by change in— 
Date Company (loaf weight in parentheses) 
Size of loaf Price of loaf 
From— To— From— To— 
Bae. 15, TOSS... 21 COREIIEE COS GROIN 6 iss cccncneincquccnnfecsanenkee sucekeenna 14.0 15.0 
St, TH, SAGES... | GE Ce Si cc casi send anenccatis bicmisanatnadesenena 13.7 14.7 
Aug. 3, 1953... .-- Continental (16 to 1644 ounces) -..........-- 15.0 SOO th secttccncbestceie 
Jan. 4, 1954........ CORRE TIE COND nic. nccinnccnccens loswconcencierentadens 14.5 15.5 
Jan, 16, 1954.....-- RNIN CI In. 5 5 in aseecriendiene ocsabnineadneiiemableinaiiaas 14.7 15.7 
Apr. 11, 1954..._..- Continental (1634 to 16 ounces)..........-- 15.5 TE Eeukinitnsebnenankamedl 
Dec. 5, 1956 3.....- Continental: 
CR S00 07 ok ecccdncccss Inoctusnconbsetsmennns 
(Weight: 16 to 16% ounces) \ 16.0 17.0 
68: 0 1008 9... -.... | GRO CHEE GROIN bc odine nec ctccccces acedcagen inewennene 15.7 17.2 
Apr. 22, 1957_......| Continental (164 to 16 ounces) ............ 17.0 17.5 





1 Week ending date shown. 

2 Week including date shown. Company records do not show exact date of change. 

3 Simultaneous changes in price and weight. 

4 Week ending date shown. Company records do not show exact date of change. 

‘ Week including date shown. 

6 Change in —— loaf designation—1 ounce larger, sold as ‘‘ King-Size Bond.” 

1 Campbell Taggart operates only home service routes out of Kansas City plant. Prices shown are retail 
to customers. 

8 General plant closed May 29, 1958. 

* Principal loaf change from 15 ounces, at 14.5 cents, to 20 ounces, at 18.5 cents. 

10 General plant closed in 1954. 

1" Interstate not in San Francisco market until 1954. 


Source: Company replies to subcommittee questionnaire. 





Price increases by Campbell Taggart and other major wholesale bakers in selected 
cities, 1953-58 


SAN FRANCISCO 






























Date Company (loaf weight in parentheses) Rate of Price per 

return ! pound 

Percent Cents 
SS Ab, WORE COCR MIO oiniecica cc cniseccscncnnsncasccanacesacunbes 15.1 16. 7-17. 4 
Ss SER EE | SANT COU obi ccecccnctudctesmasdanbenaddinhawhinn 15.0 16. 7-17.8 
a Campbell Tamnent: G6 C6) sac dienckacvntssscndnidasinnamene 19.9 16, 7-17. 8 
See Se SEOe | ReONIIONT CHOI Ne bn cnuccdencadecunnancpedinmaanbsbienid 15.7 17. 8-18. 8 
June 13,1958 | Continental (22% oz.).......-.-----.-- sncieaiaieettbsteediialaaitanetannianss 13.4 17. 8-18.8 
ee CUMSIG TURNS Ge OE os crc n cece ecco eseniaann 18.7 17. 8-18. 8 

CINCINNATI 

Percent Cents 
Aug. 7,1063 | Campbell Taggart (16 oz.)..................-.-.----..------- 16.8 13. 6-14. 4 
Aug. 8, 1953 | Continental (20 0z.)...........-.------ 12.8 13. 6-14. 4 
echt a 17.5 13. 6-14. 4 
Beis xnean American (20.4 0z.).......------------ 12.7 13. 3-14. 1 
July 14,1954 | Campbell Taggart (16 0z.)_......-.- 20. 5 14. 4-15. 2 
July 15,1954 | Continental (20 0z.).........--.-.--- 12.2 14. 4-15, 2 
July 17,1954 | Interstate (20 0z.).-- 20.4 14, 4-15, 2 
Wesaccca American (20.4 02.) ...-------- 12,2 14. 1-14.9 
Feb. 25,1957 | Interstate (20 0z.).............-- 18.4 15. 2-16. 0 
Do__.....| Campbell Taggart (16 0z.)..-.-- 19.6 15. 2-16. 0 
Feb. 26,1957 | Continental (20 0z.)...---.------ 14.1 15. 2-16. 0 
Mar. 2,1957 | American (20.4 0z.)_.------ Dalldcbeneutteanateeeaa suse 14.1 14.9-15.7 





—_—. 


See footnotes at end of table. 
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Price increases by Campbell Taggart and other major wholesale bakers in selected 
cities, 19538—58—Continued 


MEMPHIS, TENN. 













































Date Company (loaf weight in parentheses) Rate of Price per 
return ! pound 
Percent Cents 
Oct. 27,19533] Campbell Taggart. panned eens eka 16.8 13. 6-14.6 
Oct. 21, 1953°| American eae aa paveuratucdetos aitin emmie 12.7 13. 6-14.6 
Aug. 17,1954 | Campbell Taggar i ae 6 sicakie si cece aie inia ea eee 20. 5 14. 6-15.5 
Aug. 21,2954) American. § caNeigataieel 12.2 14. 6-15. 5 
HOUSTON, TEX. 
| Percent 
Dec. 19,1953 | American (24.3 02.) sedate bine hake 12.7 
Dec. 20,1953 | Campbell Taggart (24.5 oz.) - sanasuuceiwesnoesaaee 16.8 
Sept. 15,1956 | American (24.3 02.) istkhah tent chewed 14.9 
Sept. 24,1956 | Campbell Tages art CIE SOMD 5c ea aattscadent ant tows 19.9 
Dec. 19,1957 | American (24. aan warts Saal aea panied : 14.1 
Dec. 19,1957 | Campbell Taggar 5 07.) ciaustiacs shea albanaats duewoded seamen 19.6 
ATLANTA, GA. 
Percent Cents 
July 20,1953 | Campbell Taggart spebeenssiee eeuwee a cnaltadicara al A cdi Selah 16.8 12. 1-12.6 
July 20,1953 | Southern (20 0%. i aa a ae ccc alent iessaniaeinininas (4) 11, 2-12.0 
Oe Se OE) OE CE NLD cnt winceinuneneaswebunamkn den dighnwson 13.7 12. 3-13.2 
Pe RS NE OO NN Fi on cnn oenatinneksnetbescacn banaseanin 12.2 12. 6-13.4 
Aug. 2,1954 | Southern (20 02.) nS 8.9 12. 0-12.8 
Aug. 4,1054 | Campbell Taggart (19 0z.)--.-- 20.5 12. 6-13.5 
ST. LOUIS, MO. 
Percent Cents 
Aug. 11,1953 | Campbell Taggart (20 0z.)......--.--.------- o uleted ummm aies 16.8 13. 6-14.4 
Aug. 12,1953 | General (20 02.) : iseree eivialnnar a eicdaoaae este ate 6.7 13. 6-14.5 
Aug. 15, 1953 | American (20.4 07.) - -- Fatal abuses bedi duwsebobubas 12.7 13. 
June 17,1954 | Campbell Taggart (20 o7.)-... Ce Sere) Jonuwens 20.5 14 
June 18, 1954 | General (20 oz.) PEE OER SS Sosa Poatan 6.8 14. 
June 19,1954 | American (20.4 02.)---- swncegee vente comes 12.2 
(General plant closed in 19% 54.) 
Dec. 8, 1956 | American (20.4 072.) 3 spb 14.9 14. 9-15.7 
TE, TA RES: | Camel Tas G (I GG) i oss Bc repentance signa senwsne 19.9 15. 2-16 





! Rate of return on net worth after taxes. 

? Month shown is as reported but probably is in error. BLS retail bread price survey shows no in- 
creases in San Francisco prices from January to July 1956, but a rise of 2 cents in retail price per pound 
in August. 

3 American prices in Memphis shown for week ending designated date. 

4 Not available. 


U.S. DEPARTMENT OF AGRICULTURE, 
AGRICULTURAL MARKETING SERVICE, 
MARKETING RESEARCH DIVISION, 
Washington, D.C., May 6, 1959. 
Dr. WALTER MEASDAY, 
Economist, Senate Antitrust Subcommittee, 
Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Dr. MEAspAy: Enclosed are our findings from a study of your bakery 
sales and costs data which you asked us to analyze. These analyses correspond 
with the general procedure discussed with you at our recent meeting. 

As nearly as was possible, we attempted to maintain consistency with our July 


mittee]. 
The principal impressions which we gained from these data were: 
1. That only the data from the four largest companies were suitable for 
comparison to previous years, and 


1958 analysis of Mr. Casso’s report [i.e., report of the Senate Agriculture Com | 
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selected 


rice per 
pound 


Cents 

13. 6-14.6 
13. 6-14.6 
14. 6-15.5 
14, 6-15.5 





Cenis 





Cents 
12, 1-1: 








r shows no in- 
ice per pound 


SION, 
1 6, 1959. 


rour bakery 
correspond 


ng. 
ith our July { 
ulture Com- 


e: 
suitable for 
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2. That the data for these four companies should be used only with the data 
for the four largest companies for previous years. They should not be considered 
as representative of the industry, or of either the 18 multiplant or the 18 single 
plant companies from Mr. Casso’s report. 

Sincerely yours, 
V. JOHN BRENSIKE, 
Head, Grains and Feeds Section, Market Organization and Costs Branch. 


Table 1 presents costs as percent of sales for the four largest baking com- 
panies on a bread basis. Ingredient costs as a percent of sales for bread are 
substituted for ingredient costs as a percent of sales for all bakery products. 
Since bread ingredient costs as a percent of sales are not directly available in 
the 1957-58 data, they were estimated by using a correlation analysis between 
ingredient costs as a percent of sales for bread and for all ingredients for the 
multiplant companies in Mr. Casso’s report. 

All other cost items are keyed to ingredient costs, and have been adjusted 
accordingly. 


TABLE 1.— White bread, 1-pound loaf baker-wholesaler, costs and profits as a 
percent of sales, 4 largest companies, 1945, 1950, 1955, 1957, 1958 


[In percent] 


















Item 1945! 1950 ! 1955 ! 1957 2 1958 3 
ID cin enti jn afd nt hig picdsiny } dinnepliplnstin GG etin wingeiiin efgtdl 100. 00 100. 00 100. 00 100. 00 100. 00 
Ingredient cost e 40. 00 38. 40 34. 10 33. 10 31.70 
Costs of packaging and wrapping material._._....... 6. 08 6,42 7.15 6.41 6.74 
Advertising and promotional expenses__.........--.- 3. 00 2. 46 4. 06 3. 98 4.10 
Delivery expense other than wages and salaries_..... 3. 93 3. 78 4, 35 3. 49 3.71 
Total wages and salaries to employees. -._.........--- 28. 74 29. 86 30. 92 32. 82 33. 32 
Fringe benefits to employees......................... .28 57 1, 35 1. 55 1.76 
See NE CN rae . 66 . 66 . 68 .78 .78 
Compensation of officers_.......- Jecbunantcikbameabad .37 . 28 .29 . 39 . 39 
Depreciation allowance...............-......-.-...-. 1.40 1.98 2. 22 2.14 2.15 
Taxes other than income, excess profits, and social 
SII «ss side hea pashan chaiainindindaghte pacsiachilaaaieaepadiicnledaiacabiaealan . 94 . 94 . 97 . 68 . 68 
| ee ee ee ee a 4. 68 4. 35 5.12 7. 67 7.83 
Pros Dekere tases. ..ccccsccccccncceccsedscsa spielen 9. 92 10. 30 8. 79 6. 99 6. 84 
Income and excess profits taxes............-.-.-- 5.99 4.73 4. 64 3. 59 3. 62 
FUER DOU odhcccunncpsccsstnbinshesasaobanwetbn 3.93 5. 57 4.15 3. 40 3. 22 








1 Material source, Senate Agriculture Committee. 
? Material source, Senate Antitrust Subcommittee. 
3 Includes cost of bakery products purchased for resale, 


Table 2 is derived by the use of the material in table 1 as applied to whole- 
sale prices for a 1-pound loaf of bread. These wholesale prices are from the 
AMS white bread series, and with the exception of the 1945 price, they are all 
from published data. The 1945 price may not be strictly in line with the current 
series, and may be out of line by 0.2 cent in either direction. It is sufficient for 
this analysis, however. The ingredient costs per loaf to the baker-wholesaler 
derived from the use of the four largest company data for 1957 and 1958 com- 
pare closely with AMS published ingredient costs per loaf. They were both the 
same, 5.2 cents, in 1957. In 1958 the AMS ingredient cost per 1-pound loaf was 
5 cents, while the four largest company ingredient cost was 5.14 cents. 





1The wholesale price referred to is the industry wholesale price. It is necessary to 
assume that these companies sell at this price, since no other data are available. The 
bread quantity and value data which you were to supply us with would have been one 
means of checking this assumption. 
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Taste 2.—White bread 1-pound loaf, baker-wholesaler price, costs and profits, 
4 largest companies, 1945, 1950, 1955, 1957, 1958 


[In cents] 


Item 1945! 1950 ! 1955 ! 1957 2 1958 2 


Industry wholesale price 

Nn cain ninabepeeeswapeineasbhans 

Costs of packaging and wrapping materials 

Advertising and promotional expense 

Delivery expense other than wages and salaries 

Total wages and salaries to employees 

Fringe benefits to employees 

EET SEER. chen chsnckacunbetiasncuewsaneed 

Compensation of officers 

Decreciation allowance 

Taxes other than income, excess profits, and social 
security 

DI Ee No skein ccnnw emi cca recsccucsocccas 





ROO, é i cgacdakencasins catnesnwue eevee 
Income and excess profits taxes 
Net profits 


1 Material source, Senate Agriculture Committee. 
2 Material source, Senate Antitrust Subcommittee. 
3 Includes cost of bakery products purchased for resale. 


Table 3 shows the percentage changes that have taken place between the earlier 
years and 1957 and 1958. These percentages are computed from table 2. 


TasL_e 3.—White bread, 1-pound loaf, percent change in prices and costs by year 


1957 percent change in | 1958 percent change in 
items per loaf from— items per loaf from— 


1950 1955 1957 


Industry wholesale price 

Ingredient cost 

Costs of packaging and wrapping materials 

Advertising and promotional expense. --.-....-....--- 

Delivery expense other than wages and salaries 

Total wages and salaries to employees 

Fringe benefits to employees 

Social Security taxes 

Compensation of officers....................---------- 

Depreciation allowance 

Taxes other than income, excess profits, and social 
security 

Items not specified ! 

Profits before taxes 

Income and excess profits taxes 

Net profits 


coowmrw 


J 


nor oo econmran 


1 Includes cost of bakery products bought for resale. 


The next four largest companies which provided information for the Senate 
Antitrust Subcommittee were reduced to three due to the inadequate data sup 
plied by Langendorf United Bakeries, Inc. Only two of the initial four com- 
panies were the same as those used by Mr. Casso. 

The data for the three remaining companies, when combined, did not fall 
into line with the trends from the previous data for wages and salaries, figure 
2, or for profits before taxes, figure 3. The data for ingredient costs, figure 
1, appears to continue the previous trend. However, when these ingredient 
costs were adjusted for bread, and applied to industry wholesale prices, the 
resulting ingredient costs per loaf were about 0.5 cent higher in 1957 and 


— 0.7 higher in 1958 than was the case in the industry based on AMS 
ata. 
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TABLE 4.—Neat 3 largest baking companies costs ag a percent of sales for all 
bakery products and for bread, and in costs per 1-pound loaf of white bread, 
1957 and 1958+ 


Costs 


As a percent of sales for— 


bmnsmsivenmennsiinrnniataeigiane . Per 1-pound 
Item loaf white 
All bakery Bread bread 
products 





1958 1957 1958 1957 1958 


Percent| Percent| Percent) Percent| Cents | Cents 















NS COR is dit ntinis dds acne badnhedscusaee 3 32.6 36.3 35. 2 5. 70 5.70 
Costs of packing and wrapping material 6.8 7.0 6.5 6.7 1.02 1.09 
Advertising and promotional expense. -_.............- 2.9 2.9 2.8 2.8 44 . 45 
Delivery expense other than wages and salaries_____.. 5.3 5.3 5.0 5.2 7 . 4 
Total wages and salaries to employees_..............-- 32.8 33.7 31.4 32.4 4. 92 5. 25 
Fringe benefits to employees_.........--..--.--------- 1.5 1.9 1.4 1.8 23 29 
SE UNE. 5... cpacanccenareenpadweuces bon 9 9 .8 8 13 -13 
Comtapensation of officers. ......................:...... oe all a .2 03 . 03 
IT CN a ja ek a diel 2.1 2.2 2.0 2.1 31 . 35 
Taxes other than income, excess profits, and social 

ead ie wn on an .10 -ll 
IN Ss ase eo ctl ee se eee deed 8.3 8.1 7.9 7.8 1, 25 1. 26 
CO eae res 5.2 4.5 5.0 4.3 78 -70 
Income and excess profits taxes................-----.-- 2.7 2.3 2.6 2.2 41 . 36 
Sc teen Se a el 2.5 2.2 2.4 2.1 37 34 
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1 Data from Senate Antitrust Subcommittee. 
? Includes cost of bakery products purchased for resale. 
3 Industry wholesale price. 


THE LIBRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 

To: Hon. John Carroll. Washington, D.C., June 15, 1959. 

(Attention Mr. Harry Schnibbe.) 

From: Economics Division. 

Subject : Share of market taken by eight largest bread manufacturers. 


The most detailed and recent data on concentration in American industry is 
provided in the study, “Concentration in American Industry” issued in 1957 by 
the Senate Antitrust Subcommittee. According to that study, the industry, 
“Bread and related products” (classified as industry 2051 in the Standard In- 
dustrial Classification Code) was comprised of 5,470 companies in 1954 and 
5,985 companies in 1947. Multiunit bakeries producing baked goods at each 
location for sale through a retail outlet at the same location were included in 
1947 but excluded in 1954. In 1954 value of shipments of the industry totaled 
$3,067,017,000 compared to value of shipments in 1947 of $2,403,589,000. The 
eight largest companies accounted for 31 percent of the value of shipments of 
the industry in 1954 and 26 percent in 1947. 

Sales of the eight largest baking companies in 1954 were as follows, as reported 
in Standard & Poor’s Corp. descriptions: 


1954 net sales 


Millions 
Mer netn?: Dali Obi... cos cess esas te ieee ee SU NaS $212. 51 
RTO MON ©0x... oc. cccccesaswnaceekeakhananoawenaierenelen 134. 77 
Campbell Taggart Associated Bakeries, Inc__..----------_----------- 133. 92 
SN: NIN CN a a ice rat er i eal 122. 09 
ROL: 1 sane aula uiuinadeh 95. 20 
PRPOTEUAUG: Baetlew OOM Bic uti on tel tan DE AE 94. 21 
peneeneort United Bakeriot, Ties. osc h i nn cc ecthncctces 50. 71 
isneen BANCO OO. a. nica cn cena tiamamncuminnmadee 24, 82 


Recent sales and asset data on these companies, as reported in Standard & 
Poor’s Corp. descriptions, were sent to your office last Friday. 


Jutius W. ALLEN, 
Specialist in Industrial Organization and Government Regulation. 
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{From Standard & Poor’s Industry Surveys, Baking-Milling, Jan. 15, 1959] 


ANALYSES OF REPRESENTATIVE COMPANIES 
AMERICAN BAKERIES 


As measured by sales, this company is the fourth largest commercial baker. 
A relatively satisfactory earnings outlook, sound finances, and prospects of a con- 
tinued liberal dividend return justify retention of the common. The $4.50 con- 
vertible preferred, convertible into 244 common shares through June 5, has been 
called for redemption June 15. Despite dilution from preferred conversions, 
common share earnings should be at least moderately higher than the $3.06 of 
1958, and maintenance of dividends at $0.60 quarterly is indicated. 


CONTINENTAL BAKING 


Continental is the largest of the commercial bakers, and its record is better 
than that of most companies in this difficult field where pressure on profit 
margins is great. Although acquisitions may not add much to final results this 
year, earnings should better the $4.37 a common share of 1958, which was de- 
pressed by 22 percent more shares outstanding than in 1957, when $4.62 was 
earned. On average shares, earnings were $4.83 and $4.71, respectively. Divi- 
dends are expected to continue at $0.55 a share quarterly. The market does 
not have a high regard for baking equities, but prospects justify retention of the 
common. The $5.50 preferred is not regarded as an investment-grade issue, but 
the dividend is widely covered. 


GENERAL BAKING 


General is the second largest commercial baker, and recent acquisitions sub- 
stantially enlarged its selling area. Although improved results are indicated for 
the near future, the market seems unwilling to capitalize the earnings of baking 
companies at more than a highly conservative ratio, and the common therefore 
appears to have only limited possibilities. The $8 preferred is not of the highest 
quality, but it affords a generous yield. Earnings this year are expected to be 
somewhat larger than the $1.33 a common share of 1958, which compared with 
$1.28 in 1957, and dividends should continue at $0.15 a share quarterly. 


INTERSTATE BAKERIES 


This company, which occupies fifth place in sales volume among commercial 
bakers, conducts its operations chiefly in the Midwest and California. Costs of 
a new pension plan contributed to the temporary halting in 1958 of the earnings 
uptrend in progress since 1951, but the common stock appears fairly priced in 
relation to prospective profits, and merits retention. The $4.80 preferred pro- 
vides a satisfactory return. Earnings this year are expected to better by a 
fairly wide margin the $3.43 a common share of 1958, which compared with 
$3.86 in 1957. Dividends were recently increased to $0.40 quarterly. 


WARD BAKING 


Ward is the sixth largest commercial baker, and its record reflects the highly 
competitive nature of the industry. Although recent operating changes appear 
constructive, the basically difficult nature of the business militates against com- 
mitments in the common shares. The $0.50 preferred is not of investment 
quality, but the yield is satisfactory. Earnings this year are expected to be 
higher than the $1.08 a common share of 1958, down from $1.40 in 1957. How- 
ever, resumption of common dividends is not likely until earnings show sus- 
tained improvement. 


[Federal Trade Commission decisions] 


CONTINENTAL BAKING Co., COMPLAINT, May 31, 1940.—OrperR, OcToner 15, 1943 
(Docket 4149) 


Charge: Pursuing in various trade areas policies which involve the use of 
certain unfair methods of competition, and involve and have been characterized 
and effectuated by unfair or deceptive and oppressive and monopolistic acts and 
practices, in connection with distribution and sale of bread and allied products; 
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in violation of the provisions of section 5 of the Federal Trade Commission Act; 
and discriminating in price between different purchasers buying such products 
of like grade and quality, by selling its products to some of its customers at 
lower prices than it sells its products of like grade and quality to other of its 
customers, many of whom are competitively engaged one with the other in the 
resale of said products within the United States; in violation of the provisions 
of section 2(a) of the Clayton Act, as amended by the Robinson-Patman Act. 
Complaint: The Federal Trade Commission having reason to believe that the 
Continental Baking Co., a corporation, has been and is using unfair methods of 
competition and unfair and deceptive acts and practices in commerce in violation 
of section 5 of the Federal Trade Commission Act (U.S.C. title 15, see. 45) and 
is violating the provisions of section 2(a) of the Clayton Act, as amended by the 
Robinson-Patman Act (U.S.C. title 15, sec. 18), and it appearing to the Com- 
mission that a proceeding by it in respect thereof would be to the interest of the 
public, the Commission hereby issues its complaint, stating its charges as follows: 


CHARGE I 


Paragraph 1. The respondent, Continental Baking Co., is a corporation, or- 
ganized and existing under and by virtue of the laws of the State of Delaware 
with its principal office and place of business located at 630 Fifth Avenue, New 
York, N.Y. 

Par. 2. Respondent corporation is now and has been engaged in the business 
of processing. manufacturing, offering for sale, selling, and distributing bread 
and allied products in all parts of the United States. The respondent is one of 
the largest producers and distributors of bread and allied products in the 
United States and occupies a dominating position in said industry. The produc- 
tion of respondent’s products is carried on at some 82 factories or plants owned 
and operated by it and located in some 28 States of the United States and in the 
District of Columbia. Respondent sells its products to retailers, to the institu- 
tional trade, and to restaurants. Such products are resold by retailers to the 
consuming public. The term “trade area” as used in this complaint refers to the 
area surrounding each individual plant of the respondent, within which the 
products manufactured at such plant are marketed and distributed. 

The respondent, through a wholly owned subsidiary, the Paniplus Co., having 
the same officers and directors as those of the respondent corporation, Continental 
Baking Co., and which has the same general office as that of the respondent, 
Continental Baking Co., operates a plant for the manufacture of yeast foods and 
whole wheat flour in Kansas City, Mo. The products manufactured by the 
Paniplus Co. are distributed by the respondent to its various plants located in 
the various States of the United States and in the District of Columbia. 

The respondent, through a wholly owned subsidiary, the Hall Baking Co., 
having the same officers and directors as those of the respondent corporation, 
Continental Baking Co., and which has the same general office as that of the 
respondent, Continental Baking Co., operates various plants in Buffalo, N.Y.; 
Cleveland, Ohio; Detroit, Mich.; Boston, Mass.; and Denver, Colo., for the manu- 
facture of bread and allied products, which products are sold in competition with 
the respondent’s nationally advertised products and in competition with similar 
products manufactured by other competitors. 

The respondent maintains and operates two testing laboratories, one located 
in Kansas City., Mo., and the other in Jamaica, Long Island, N.Y., where all 
ingredients used in the manufacture of the respondent’s products are tested and 
where approvals are given for such ingredients to be used by all plants operated 
by respondent. 

Par. 8. All commodities and ingredients used in connection with the manu- 
facture of bread and allied products in each plant operated by the respondent 
are purchased through the respondent’s main office at 630 Fifth Avenue, New 
York, N.Y. Orders for various ingredients to be used in the manufacturing of 
bread and allied products are transmitted by the plant managers under the 
general supervision of the main office in New York to the respondent’s main 
office and there such orders are placed with various sellers for such commodities, 
and as a result of such orders commodities are shipped and transported from 
the State of origin of such products across State lines to the various plants of 
the respondent. 

Such ingredients and commodities essential to the manufacture of the respond- 
ent’s products are generally of a perishable nature, and upon the arrival at the 
various plants operated by the respondent are converted into bread and allied 
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products, which in turn are shipped and transported by the respondent to cus- 
tomers located within the trade area of each such plant so operated by the 
respondent. Some customers of the respondent are located in States other than 
the State in which such plant is located, and in such cases the products sold by 
respondent are transported across State lines from the plant to the customer. 

In some places respondent maintains and operates depots for the distribu- 
tion of its products and ships its products from one or more of its plants to 
such depots, from which they are distributed as hereinafter stated. Some of 
said depots are located in States other than the States in which the plants serv- 
ing them are located, and in such cases respondent’s goods are transported 
across State lines from plant to depot. 

In the various trade areas, respondent distributes its products from its 
plants or depots, or both, by trucks owned by respondent, and operated by 
employed salesmen who are paid for such employment on a salary and com- 
mission basis. Such salesmen operate trucks from the various plants or depots 
over certain specified routes, some of which cross State lines. Each sales- 
man is employed to solicit, take orders for, and sell respondent’s products to 
customers and prospective customers located along his route, as well as to 
transport and deliver such products to such customers. Such salesmen, in 
the ordinary course of their employment, receive and accept from customers 
orders for respondent’s products to be delivered later, and as a result of such 
orders do at a subsequent time transport and deliver such products to such 
customers and receive payment for the same. Such salesmen ordinarily fur- 
nish their superiors with an estimate sheet each day showing the amount of 
bread that they will require to fill the following day’s orders. Such estimates 
are based ordinarily upon the standing requirements of the respondent’s various 
customers, which are known on the day previous to the actual transportation 
and delivery of such products. 

Par. 4. There is and has been a continuous current of trade and commerce 
in the commodities so purchased by respondent for use in the manufacture of 
bread and allied products, across State lines, between the point of origin of 
such commodities and the respondent’s plants located in the several States of 
the United States and in the District of Columbia, thence through respondent’s 
plants, in which such commodities are converted into bread and allied products, 
and thence in the converted form from the plants, directly to their destina- 
tion, respondent’s customers, or indirectly to such destination through respond- 
ent’s depots. 

Respondent’s enterprise is one which is managed, controlled, and directed 
from its principal office in New York, N.Y., and which is operated with the 
single objective of marketing its products to the consuming public in all parts 
of the United States. In furtherance of this objective and as a requisite to its 
achievement, respondent makes constantly recurring and continuous use of 
interstate channels and facilities of transportation, communication, and com- 
merce. The plan of operation of respondent from the purchase or manufacture 
of raw materials, to the transportation of such materials to its various plants, 
to the conversion of such materials into bread and allied products and the sale 
and distribution of such products to retailers and institutions depends upon 
the use of the facilities and instrumentalities of interstate commerce, and is 
effectuated through the means and channels of traffic and commerce between 
and among the several States. Such plan of operation is an integrated whole, 
and the commerce involved cannot be separated into constituent parts without 
destroying the flow of such commerce from its origin, in the form of raw ma- 
terials moving across State lines, to respondent’s customers, to whom it is 
delivered in the form of bread and allied products. Respondent is engaged in 
interstate commerce, and the transactions affected by or involved in the practices 
charged in this complaint as being unlawful are transactions in the course of 
such commerce. 

Par. 5. In the course and conduct of its business, as aforesaid respondent 
is now and has been in substantial competition with other corporations and 
with individuals, partnerships, and firms engaged in the business of manu- 
facturing, offering for sale, selling and distributing bread, and allied products 
in the United States. 

Par. 6. In the course and conduct of its said business and in connection 
with the distribution and sale of its said bread and allied products, respondent 
is and has been pursuing policies in various trade areas which involve the use 
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tices. Said policies have been characterized and effectuated by various oppres- 
sive, monopolistic, and deceptive acts and practices, among which are the 
following: 

1. In some trade areas respondent has taken the lead in setting and main- 
taining the current wholesale prices at which bread and allied products are 
distributed and sold by all manufacturers marketing said products in the area 
involved, has informed competing manufacturers, particularly those selling in 
said trade area exclusively, of the prices at which it was selling such products 
and of the prices at which it intended to sell same, including contemplated 
price changes, and has stated or implied by its statements that reprisals in 
the form of price cutting or valuable preferences to customers, common to it 
and to such competitors, would follow, in the event of a deviation from re 
spondent’s said schedule of prices by any competing manufacturer. In some 
cases the failure of competitors to follow the lead of respondent in its pricing 
policies has resulted in such reprisals, to the detriment and injury of such 
competing manufacturers. By the means above described, respondent has in- 
stilled into the minds of its competitors and made it generally understood in 
the trade that it would not and does not tolerate, without reprisals, sales of 
bread and allied products at wholesale in any trade area at lower prices than 
those at which respondent sells its products. The practice above described 
has had the tendency and effect of preventing any reduction in the wholesale 
price of bread or allied products in given trade areas and of eliminating price 
competition in the sale of such products. Such practices, used in connection 
with respondent’s policy of widely advertising its bakery products, particularly 
bread, has and has had the effect of prejudicing and injuring the competitive 
position of competing bakeries and of restraining trade in the products men- 
tioned. 

2. In many trade areas respondent has placed upon the wrappers of bread 
sold by it to retail stores the price of such bread to the consumer customers 
of said store, said retail price so printed on said wrappers being based upon 
the wholesale price made effective by respondent in the manner set forth in the 
preceding paragraph. It is impossible for the retailer to resell such bread at a 
price which is either less or more than that so displayed on said wrappers. 
Such retail price so advertised and displayed is usually designated without 
the approval or consent of respondent’s retailer customers and results in the 
arbitrary fixing by respondent of such customers margin of profit in the resale 
of such bread and in fixing not only the minimum but the maximum prices at 
which said bread is so resold to the consuming public. 

8. In some trade areas or with some customers in a certain trade area, re- 
spondent has promoted the resale of its bread by the retailers to the consum- 
ing public by the use of a lottery device, whereby respondent places in some 
loaves of bread lucky numbers redeemable in a substantial sum in eash or in 
valuable commodities by the consumer purchaser who purchases the particular 
loaves containing such lucky numbers. Respondent advertises to the consuming 
public that among the loaves of bread being sold by its retailers to consumers are 
lucky numbers with valuable prizes in an amount specified. Respondent uses 
such lottery device to stimulate and promote the sale of its bread and it effectively 
accomplishes this purpose, thus prejudicing competing bakeries who do not use 
lotteries in connection with the sale of bread produced by them. 

4. In some trade areas, or with some customers in a certain trade area, 
respondent has pursued a practice of secretly giving away to some customers 
operating retail stores certain free goods, such as cup cakes, with bread pur- 
chased by such retailer from respondent to the detriment of competing bakeries 
who are forced to meet such competition without knowledge of its true character 
and without the means of obtaining such knowledge. 

5. In some trade areas, or with some customers in a certain trade area, re- 
spondent has secretly made allowances in money or gifts of bakery products to 
certain retailer customers in return for the use of a preferred display position 
on the customer’s bread rack or other facilities, which stimulate the sale of re- 
spondent’s products and which result in a denial to competitors of the use of 
such preferred position or such advantageous facilities. 

6. In some trade areas, or with some customers in a certain trade area, respond- 
ent has given away to some of its retailer customers free of charge valuable 
facilities or articles of equipment, such as bread racks and trays, useful for and 
used by such retailers in promoting the resale of repsondent’s products. As a 
condition to such gifts, respondent reserves the most advantageous shelves or 
Places for the display of the products sold by it and requires that the retailer 
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use such racks and trays in a manner which will stimulate the resale of 
respondent’s products and minimize the resale of competitors’ products. The cost 
of such bread racks and trays and equipment is substantial. Many competing 
bakeries are unable, on account of the limited volume of their sales, to profitably 
acquire and give away comparable sales facilieies and equipment to their retail 
customers also selling respondent’s bread. As a result of respondent’s practice 
of giving away the valuable facilities referred to, many of its competitors are 
unable to have their bread adequately displayed for resale to consumers in the 
retail stores which have been so favored by respondent by gifts of the facilities 
or equipment mentioned. 

7. In many trade areas and among many of its customers in certain trade 
areas respondent has unfairly and deceptively restrained trade in bread and 
allied products with the purpose and effect of injuring, destroying, or preventing 
competition between it and competing bakeries and with a tendency toward 
creating a monopoly in the sale and distribution of said products in the various 
trade areas in which it markets the same. 

Par. 7. The capacity, tendency, and effect of said policies, practices, and acts 
are and have been to control prices under which bread and allied products are 
sold in the various trade areas hereinabove described; to determine, at least in 
part, the prices at which such products are sold and distributed in the said 
trade areas; to tend to monopolize in the respondent the business of selling and 
distributing said products in the various trade areas referred to; and to un- 
reasonably lessen, restrain, hinder, and suppress competition in the sale and 
distribution of bread and allied products in the United States. 

Par. 8. The policies, acts, and practices above alleged are all to the prejudice 
of the public, and constitute unfair methods of competition in commerce within 
the meaning and intent of the Federal Trade Commission Act. 































CHARGE II 










Paragraph 1. The allegations of paragraphs 1 to 5, inclusive, of charge I are 
hereby incorporated herein by reference as though fully set forth verbatim, and 
repeated in this charge. 

Par. 2. In the course and conduct of its business, as aforesaid, the respondent 
has been and is now discriminating in price between different purchasers buying 
such products of like grade and quality, by selling its products to some of its 
customers at lower prices than it sells its products of like grade and quality to 
other of its customers many of whom are competitively engaged one with the 
other in the resale of said products within the United States. 

Among the general practices pursued by th respondent in discriminating in 
price, it is alleged that: 

1. The respondent, in certain trade areas or localities, sells its bread of like 
grade and quality and of a definite weight at one price, while at the same time 
in another trade area served from the same plant the same type of bread and of 
the same weight is sold at a lower price. The respondent in certain trade areas 
or localities sells bread of the same grade and quality and of a definite weight 
at one price while at the same time in another trade area served from the same 
plant or factory, bread of the same grade and quality, but greater in weight, 
is sold for the same price as bread of less weight. 

The respondent, in certain trade areas or localities, sells bread of the same 
grade and quality and of a definite weight on a specified route at one price, while 
at the same time on the same route served from the same plant or factory bread 
of the same grade and quality, but greater in weight, is sold for the same price 
as bread of less weight. 

2. The respondent manufactures and distributes its bread products under 
various brand names and has sold and is selling bread of the same grade and 
quality under a particular brand name of a definite weight at one price while 
selling bread of the same grade and quality under another brand name and of 4/ 
greater weight in the same area at the same price. 

3. In certain trade areas and localities, the respondent grants to certain of its} 
customers, who are competitively engaged with other of the respondent’s cus 
tomers, certain varying discounts which are deducted from the customer’s account | 
and which effect a selling price which is lower to such customer than prices paid | 
by other customers. 7 

4. The respondent causes to be inserted in the wrappers of bread manufactured | 
by the respondent in some of its trade areas coupons of a certain face value, which 
are redeemable through retailers selling the respondent’s products for met!) 
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chandise handled by such retailers, and the face value of which is paid or 
granted by respondent to the retailer redeeming the same. The use of such 
coupons results in sales of bread at lower prices to some customers than to other 
competing customers. 

5. In certain trade areas the respondent furnishes the retailer with twice the 
amount of bread that such retailer has ordered, charging said customer for the 
amount so ordered only. This is done to enable the retailer to give away, free 
of charge, a loaf of respondent’s bread with every loaf sold by him which is the 
practice followed by such retailer in such cases. 

Par. 3. The effect of the discriminations in price, generally and specifically 
mentioned in paragraph 2 hereof, has been and may be substantially to lessen 
competition in the line of commerce in which respondent is engaged and to 
injure, destroy, and prevent competition between the respondent and its com- 
petitors in the sale and distribution of bread and allied products, and has been 
and may be to tend to create a monopoly in respondent in said line of commerce 
in the various localities or trade areas in the United States in which respondent 
and its competitors are engaged in business. 

Par. 4. The foregoing acts and practices of said respondent are violations of 
subsection 2 (a) of section 1 of the said act of Congress approved June 19, 1936, 
entitled “An Act to amend section 2 of an act entitled ‘An Act to supplement 
existing laws against unlawful restraints and monopolies, and for other purposes’ 
approved October 15, 1914, as amended U. §. C. title 15, sec. 18 and for other 
purposes.” 

Dismissed by the following order: 

This matter coming on to be heard by the Commission upon the record, 
including briefs and oral argument of counsel, and it appearing that the allega- 
tions of the complaint have not been sustained by the evidence, and the Com- 
mission having duly considered the matter and being now fully advised in the 
premises. 

It is ordered, That the complaint herein be, and the same hereby is, dismissed. 

Before Mr. W. W. Sheppard, trial examiner. 

Mr. John T. Haslett and Mr. Allen CO. Phelps for the Commission. 

Mudge, Stern, Williams &€ Tucker and Mr. George Faunce, Jr., of New York 
City, for respondent. 
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QUALITY BAKERS ASSOCIATION, COST ANALYSIS, 1947-58 
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ADMINISTERED PRICES 6595 


MEMBERSHIP List—QUALITY BAKERS OF AMERICA COOPERATIVE, INC., 
New York, N.Y. 


Aikman Bread Co., Box 705, 1301 11th Street, Port Huron, Mich.: Earl A. Aik- 
man, president. 

American Bread Co., Box 266 (Zone 2), 702 Murfreesboro Road, Nashville, 
Tenn.: F. Bernard Evers, Sr., president; Richard L. Pettigrew, manager. 

Atlanta Baking Co., Box 4266, 165 Bailey Street SW., Atlanta, Ga.: A. (Abe) 
D. Srochi, president. 

Baird’s Bread Co., Box 2005, 2601 East Washington Street, Phoenix, Ariz.: 
Roland W. Baird, Jr., president. 

Baldridge Bakery, Box 1585, 1420 19th Street, Lubbock, Tex.: Joe E. Baldridge, 
vice president; R. A. Burford, general manager. 

Bamby Bakers of Salisbury, Inc., Box 118, 123 North Main Street, Salisbury, 
N.C.: A. Gregory Peeler, Jr., manager. (Bamby Bakers, Inc., is aceptable for 
imprints. ) 

Clegg’s Bakery, Box 1919, 642 South Spring Street, Greensboro, N.C.: James W. 
Bercaw, manager. 

The Burmuda Bakery, Ltd., Box 237, Hamilton, Bermuda: George J. Conly, 
manager. 

Mrs. Bohnet’s Bakery, Inc., Box 156, 219 Meerscheidt Street, San Antonio, Tex. : 
Gus D. Bohnet, comanager ; V. A. Willoughby, comanager. 

Bowman’s Bakery, Inc., Box 764, 102 Fifth Street NW., Roanoke, Va.: John I. 
Bowman, president; Lee Elmore, manager. 

Butter Krust Bakeries, Inc., Box 2435, 1102 South Florida Avenue, Lakeland, 
Fla.: E. E. Kelley, Jr., president ; Roy R. Peters, manager. 

Cablish Baking Co., Box 231 (Zone 21), 900 Christopher Street, Charleston, 
W. Va.: Harry G. Fretwell, president. 

Clegg’s Bakery. (See Bamby.) 

Cobb’s Sunlit Bakery, Inc., Box 18, Cedar and Grove Streets, Green Bay, Wis.: 
Harry B. Conlon, president. 

Cole Baking Co., Box 1540, Route 52, Sunbeam Heights, Bluefield, W. Va.: 
Carlyle W. Cole, manager. (Never use special delivery for this member.) 

Cote Bros., Inc.) 87 Elm Street, Manchester, N.H.: Onil O. Cote, president. 

Davidson Baking Co.: 

Box 4167, 700 Northeast 22d Avenue, Portland, Oreg.: E. F. Davidson, 
president. ; 
Box 427, 990 West First Avenue, Eugene, Oreg.: E. D. Davidson, manager. 

Ed Delorge Baking Co., Inc., 20 Beacon Avenue, Biddeford, Maine: J. Hermann 
Gelinas, president. 

Derst Baking Co., Box 3277 (Station A), 52d Street Extension, Savannah, Ga.: 
Edward J. Derst, Jr., president. 

Dreikorn’s Bakery, Inc., 322 Park Street, Holyoke, Mass.: Otto E. Dreikorn, 
president. 

Durkee’s Domestic Bakery, Inc., 31 South Main Street, Homer, N.Y.: Paul L. 
Williams, vice president and general manager; William F. Durkee, manager. 

M. Erickson Bakery Co., Box 6438, 320 Fifth Avenue South, La Crosse, Wis.: 
Ray E. Ping, manager. 

Federal Bakery Co., Box 298, 101 East Third Street, Winona, Minn.: Wendell 
Fish, general manager. 

Firch Baking Co., Inc., 1902 Cranberry Street, Erie, Pa.: John R. Dwyer, 
president. 

Flowers Baking Co., Inc. : 

Box 1010, 236 South Madison Street, Thomasville, Ga.: Wm. H. Flowers, 
president. 

Box 2157 (Bay Street Station), 825 North Myrtle Avenue, Jacksonville, Fla. : 
O. L. (Roy) Allen, manager. 

Franklin Baking Co., Inc., Box 762, Grantham Street, Goldsboro, N.C.: E. T. 
Franklin, president. 

Charles Freihofer Baking Co., Inc.: 

Main office, 126th Street and Second Avenue, Troy, N.Y.: Frank A. Freihofer, 
Jr., president. 

Bread plant, 126th Street and Second Avenue, Troy, N.Y.: Charles C. 
Freihofer, Jr., manager. 

Bread plant, 522 Washington Avenue, Albany, N.Y.: Edwin H. Freihofer, Jr., 
manager. 

Cake plant, 211 Elk Street, Albany, N.Y.: Edwin H. Freihofer, Jr., manager. 

Box 146 (Brandywine Station), 1238 Albany Street, Schenectady, N.Y.: 

Frank A. Freihofer. Jr., manager. 
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Geneva Baking Co., Inc., Box 427, 242 Exchange Street, Geneva, N.Y.: Lloyd A. 
Bosworth, Jr., president. 

J. P. Goddard Bakery Co., Inc., Box 216, 141 Maple Avenue, Claremont, N.H.: 
J. Park Goddard, president. 

Golman Baking Co., Box 9157, 1835 Corinth Street, Dallas, Tex.: Hyman Nathan- 
son, president ; David Nathanson, manager. 

Gordon Bread Co., 457 East Santa Barbara Avenue, Los Angeles, Calif.: Albert 
Gordon, president. 

Gorman’s Bakery, Inc., 817 Dexter Street, Central Falls, R.I.: Henry J. Gorman, 
president. 

Gravem-Inglis Baking Co., Box 151, 2651 Sharps Lane, Stockton, Calif.: William 
E. Inglis, president; John W. Inglis, assistant general manager. 

Hansen Baking Co., Inc.: 

600 First Avenue North, Seattle, Wash.: Jens L. Hansen, president ; Richard 
D. Hoyt, manager. 
909 Center Street, Tacoma, Wash.: Richard D. Hoyt, manager. 

Hardin’s Bakery, Inc., Box 488, 546 Fifteenth Street, Tuscaloosa, Ala.: Watt A. 
Henderson, manager. 

Hecht’s Bakery, Inc., Box 275, Seventh and Shelby Streets, Bristol, Tenn.: Mrs. 
Yetta H. Marks, president ; Herbert J. Woods, manager. 

Holsum Bakeries, Inc., 4700 Howard Avenue, New Orleans, La.: Carl Goldenberg, 
president. (Address all confidential mail jointly to Carl Goldenberg-Harold 
Salmon.) 

Holsum Baking Co., Box 13, 220 Tennessee Street, Pine Bluff, Ark.: T. D. Carr, 
president. (Address all mail to company.) 

Huber Baking Co., Box 25385 (Union Street Station), Ninth and Union Streets, 
Wilmington, Del.: Geo. F. Huber, Jr., president. 

Oswald Jaeger Baking Co., Box 1178, 918, West Somers Street, Milwaukee, Wis.: 
Oswald C. Jaeger, president. 

The Jersey Bread Co., 754 Berdan Avenue, Toledo, Ohio: John T. McCarthy, 
president. 

The Jordan Bakers, Inc., Box 1126, 601 East Fifth Street, Topeka, Kans.: G. L. 
Jordan, president. 


Koestler’s Bakery, Box 386, 2400 Clay Street, Vicksburg, Miss.: Charles H. | 


Koestler, Sr., manager. 

Kreamo Bakers, Inc., 1910 Lincoln Way West, South Bend, Ind.: Fred W. Busse, 
president. 

Lakeland Bakeries, Inc., 430 East St. Germain Street, St. Cloud, Minn.: 
Graham McGuire, president. 

Laub Baking Co., 4909 Lorain Avenue, Cleveland, Ohio: Herbert J. Laub, presi- 
dent ; Maury B. Beyer, manager. 

F. R. Lepage Bakery, Inc. : 

Office, 60 Second Street, Auburn, Maine: Regis A. Lepage, president. 
Bread plant, 193 Park Street, Lewiston, Maine. 

Liberty Baking Co., 6018 Houston Street, Pittsburgh, Pa.: Samuel S. Watters, 
president; Karl E. Baur, executive vice president and general manager. 
(Copies of all correspondence, etc., to Mr. 8S. S. Watters.) 

Lincoln Bakery, Inc., 1515 Park Street, Evansville, Ind.: Adam J. Neu, presi- 
dent. 

Logan Baking Corp., Box 238, 121 Cherry Street, Logan, W. Va.: Carlyle W. 
Cole, manager. 

Love’s Biscuit & Bread Co., Ltd., Box 294 (Zone 9), 836 Kapahulu Avenue, Hon- 
olulu, Hawaii: Orval T. Edwards, vice president and general manager. (Ad- 
dress all mail tothe company.) Cable address “Lovebake.” 

Lowenberg Bakery, Inc., Box 456, 334 West Second Street, Ottumwa, Iowa: 
Arthur W. Lowenberg, president. 

Mack Baking Co., Inc., Box 777, Bangor, Maine: Frank J. Mack, president. 

Maier’s Bakery, 640 Park Avenue, Reading, Pa.: William E. Maier, president. 

The Merchants Bakery, Inc., Box 5665 (Parcel Post Annex 16), Corprew Avenue 
and Cecelia Street, Norfolk, Va.: E. F. Tuttle, president. 

Michigan Bakeries, Inc. : 

1325 Edna Street SE., Grand Rapids, Mich.: Harold C. Overholt, president. 
1111 South Henry Street, Bay City, Mich.: T. G. Tillotson, manager. 

621 Liberty Street, Jackson, Mich., S. Farison, manager. 

522 East Mitchell Street, Petoskey, Mich.: R. McPhee, manager. 
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BE. W. Mootz Bakery, Inc. (Box 2175), 1945 Fifth Avenue, Huntington, W. Va.: 
William M. Rowsey, manager. 

My Bread Baking Co., 229 Coffin Avenue, New Bedford, Mass.: Joseph P. 
Duchaine, proprietor. 

New Process Baking Co., Inc., 2883 South Hillock Ave., Chicago, Ill.: Edmund 
Kutchins, vice president and general manager. (Address all mail to com- 
pany.) 

Nolte Baking Co., 88 29th Street, Wheeling, W. Va.: Alfred W. Nolte, president. 

Oak Cliff Baking Co., (Box 5148, Zone 22), 546 East Ninth Street, Dallas, Tex.: 
Jake Golman, president ; Teddy Harris, manager. 

O’Connor-Bills, Inc., (Box 520), 2401 Commercial Avenue, Mattoon, IIL, R. D. 
Bills, Jr., president. 

O’Malley’s, Ltd., 108 Agricola Street, Halifax, Nova Scotia: John A. O’Malley, 
Sr., president. 

Palmetto Baking Co., Inc. (Box 521), 1037 Broughton Street SE., Orangeburg, 
8.C.,: R. H. Jennings, Jr., president; Irvin A. Beehler, manager. 

Pan-O-Gold Baking Co: 

(Box 672) 115 North Hiawatha Avenue, Pipestone, Minn.: Howard R. 
Alton, Sr., president ; Howard R. Alton, Jr., manager.. 

(Box 645) 1802 1st Avenue South, Fort Dodge, Iowa: Jacob Heil, manager. 

Perfection Biscuit Co., 350 Pearl Street, Fort Wayne, Ind.: H. Leslie Popp, Sr., 
president. 

Peters Bakery, Inc., 1501 15th Street, Moline, Ill.: Clem A. Georlett, president. 

Purity Baking Co.: 

Corporation and purchasing office (Box 991), Citizens Building, Decatur, 
Ill.: Harold L. Budde, president; Albert R. Toole, purchasing agent. 

(Box 840) 508 West Olive Street, Bloomington, Ill.: Adolph A. Brooks, 
manager. 

(Box 152) 812 North Randolph Street, Champaign, Ill.: Harold L. “Bud” 
Simon, manager. 

(Box 528) 756 North Main Street, Decatur, Ill.: Willard Brown, manager. 

(Box 3) 801 Canal Street, Ottawa, Ill.: J. Robert Long, manager. 

(Box 485) 925 North Sheridan Road, Peoria, Ill.: Harold W. Barnebee, 
manager. 

Miller-Patton Baking Co. (Box 1747), 1015 Third Avenue, Rockford, II: 
KE. “Ernie” W. Kent, manager. | 

Raleigh Baking Co. (Box 950), 432 City Avenue, Beckley, W. Va.: Paul Cole, 
president. 

Regan Bakeries, Inc. : 

General office and bakery (Box 268), 643 North Fifth Street, Minneapolis, 
Minn.: E. R. Booth, president and general manager; J. B. “Bert” Jassoy, 
manager. 

510 North 13th Street, Fargo, N. Dak.: Rex Holly, manager. 

319 South Delaware Avenue, Mason City, Iowa: Harold H. DeGrush, mana- 


ger. 

The Reymond Baking Co. (Box 1591), 2457 East Main Street, Waterbury, Conn. : 
Adolph M. Reymond, president. 

Royal Baking Co., Inc., 601 Northwest Seventh Street, Miami, Fla.: George Kar- 
negis, president ; Bert Frield, manager. 

The Rubel Baking Co., 8025 Bathgate Street, Cincinnati, Ohio: Walter Rubel, 
manager. 

The Sandusky Baking Co. (Box 1389), 1228 West Osborne Street, Sandusky, 
Ohio: Glen A. Decker, manager. (Copies of all correspondence, etc., to Mr. 
Yaeck at Jersey Bread.) 

Sanitary Baking Co. (Box 189), 328 Jackson Avenue, Clarksburg, W. Va.: Albert 
Spelsberg, president. 

Schaefers, Inc., 508 West Main Street, Springfield, Ohio: Harold T. Kinsey, 
president. 

Schaible’s Bakery, 2400 Northampton Street, Easton, Pa.: John F. Schaible, 
president. 

Schmidt Baking Co., Inc. : 

General office and bakery, Carey and Laurens Streets, Baltimore, Md.: Carl 
P. Schmidt, president. 

Pearre Avenue and Frederick Street, Cumberland, Md.: Kenton B. Farrell, 
manager. 

311 Second Avenue, Martinsburg, W. Va.: Bruce C. Raney, manager. 
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Schott’s Bakery, Inc. (Box 7626), 3000 Washington Avenue, Houston, Tex.: | 
H. J. Schott, Jr., president. } 
Smith’s Bakery, Inc.: q 
Head oftice (Box 109), 1100 Dauphin Street, Mobile, Ala.: J. Roy Smith, | 
president. 
Bread plant (Box 109), 1108 Dauphin Street, Mobile, Ala.: Gordon Smith III, | 
manager. F 
Cake plant (Box 109), 1100 Dauphin Street, Mobile, Ala.: Donald Smith, 
manager. 
(Box 746), 127 Buschman Street, Hattiesburg, Miss.: William M. Carter, | 
manager. F 
(Box 307), Sixth and Cooper Streets, Meridian, Miss.: R. Ed Hartfield, 7 
manager. 
(Box 1308), Belmont and DeVilliers Streets, Pensacola, Fla.: William C, | 
Baker, manager. 
Snowflake Baking Co., Inc., 701 16th Street, San Diego, Calif.: Kenneth Swan.- ) 
son, president. 

Snyder’s Bakery, Ine., 31 North Fourth Avenue, Yakima, Wash.: Horace H, 
Snyder, president. (Address all mail to Wesley H. or James M. Snyder.) 
Sta-Kleen Bakery, Inc.: | 

(Box 665), 1276 Park Avenue, Lynchburg, Va.: John J. Lee, executive vice | 
president and general manager. 
(Box 1352), North Main Street Extended, Danville, Va.: Sidney R. Shore, 
manager, 
Valley Bakery, Inc. (Box 581), 607 East Main Street, Waynesboro, Va.: Edgar A. 
Lyons, manager. 
Storck Baking Co. (Box 189), Lynn at 19th Street, Parkersburg, W. Va.: Robert 
L. Storck, manager. ; 
Stroehmann Bros, Co.: 
Executive office, 225 East Third Street, Williamsport, Pa.: Harold J. Stroeb- | 
mann, president. ts 
1416 North 10th Street, Altoona, Pa.: Dean 8. Hoy, manager. ‘ 
(Box 381), Curtin at Seventh, Harrisburg, Pa.: Howard C. Spring, manager. | 
(Box 110), 1810 Ridge Pike, Norristown, Pa.: Fred J. Tinkler, manager. 
111 North Second Street, Olean, N.Y.: Ward J. Fitch, manager. 
(Box 151), North Wilbur Avenue and Tuscorora Street, Sayre, Pa.: Warren 
B. Price, manager. 
Bread plant, 339 Washington Boulevard, Williamsport, Pa.: William H.| 
Landis, manager. 
Cake plant, 341 Washington Boulevard, Williamsport, Pa.: Richard M. 
Stock, manager. 
Sunlight Bakery, 311 East Putnam Avenue, Porterville, Calif.: G. L. Hildebrand, 
proprietor. 
Sunlite Bakery, Inc., 145 South Montgomery Street, San Jose, Calif.: Allen T. 
Gilliland, Jr., president ; L. E. Pennington, manager. 
Sutorius Bread Co. (Box 232), 521 Bishop Street, Salina, Kans.: Carl H. Wort 
III, president ; Russell M. Gamble, manager. ; 
Swan Bros., Inc. (Box 1868), 1801 East Magnolia Avenue, Knoxville, Tenn.: © 
A. B. Davenport, Sr., president. 
Sweetheart Bakers, Inc. (Box 313), 113 Olive Street, Salisbury, Md.: S. HB” 
(Bob) Rayner, president. é 
Trausch Baking Co. (Box 446), 25 Main Street, Dubuque, Iowa: Arthur Trausch, | 
Sr., chairman of board; William M. Clemens, Sr., president. ; 
Valley Bakery, Inc. (See Sta-Kleen.) 
South Lafayette Street, Shelby, N.C.; Athos Roston, manager. . 
West Baking Co., Inc., 1331 East Washington Street, Indianapolis, Ind.: Richard 7 
A. West, president. p 
Wolf Baking Co., Inc., and Wolfs, Inc. : 
president ; Jack A. Levinson, general manager. 
(Box 2311) 1504 Florida Street, Baton Rouge, La.: James L. Williams, 
manager. 
(Box 874) Scott Road, Lafayette, La.: Harry H. Lange, manager. 


Waldensian Bakeries, Inc. : 
(Box B) 345 East Connelly Street, Valdese, N.C.; J. P. Rostan, Sr., president. 
General offices: 
(Box 2311) 500 Laurel Street, Baton Rouge, La.: Anthony Wolf, | 
(Box 6277) 6235 Linwood Avenue, Shreveport, La.: Charles C. Rhodes, 
manager. 
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n, Tex.: NONRESIDENT MEMBERSHIPS IN CANADA 


t 
e 
i Weston Bakeries, Ltd. : 
y Smith 640 14th Avenue Southeast, Calgary, Alberta; G. R. Law, general manager. 
"ty (Box 5386) 11620 120th Street, Edmonton, Alberta: N. H. Browne, general 
mith III, § =e ; ; 
5 22 Victor Street, Essex, Ontario: J. W. Fleming, general manager. 
d Smith (Box 308) George and Porteous Streets, Kirkland Lake, Ontario: D. Raw- 
: ; lings, general manager. 
|. Carter, | 1377 Hamilton Street, Regina, Saskatchewan: W. B. Cronk, general manager. 
“i (Box 1057) 98 Edmund Stret, Sudbury, Ontario: G. Hale, general manager. 
Tartfield K 610 Dupont Street, Toronto, Ontario: N. Benner, general manager. 
‘ 275 East Eighth Avenue, Vancouver, British Columbia: J. L. Johnston, 
illiam ¢.& general manager for British Columbia. 
(Box 246, Victoria, British Columbia) 754 Fairview Road Esquimalt, Brit- 
th Swan: | ish Columbia: T. E. Moir, general manager. 


Philpott’s Bread & Cakes, Ltd., 22 Victor Street, Essex, Ontario: J. W. Fleming, 
[orace H. | general manager. 
nyder.) | NOT CURRENTLY MEMBERS 


Weston Bakeries, Ltd. : 
(Box 490) Railway Street, Kingston, Ontario: S. S. Park, general manager. 
560 Victoria Street North, Kitchener, Ontario: V. G. Ursaki, general man- 
ager. 
(Box 40, Longueuil, Quebec) 1100 Marie Victorin Boulevard, City of Jacques 
Cartier, Longueuil, Quebec: * F. E. Hale, general manager. 
666 Elgin Avenue, Winnipeg, Manitoba: H. S. O. Johnson, general manager. 
President’s office for the above, Suite 1410, 25 King Street West. 
Toronto, Ontario: I. A. Riddell, president. 
r : Executive offices for the above, 342 Richmond Street West, Toronto, 
J. Stroeb- § Ontario: G. G. Paterson, secretary-treasurer; E. M. Bellamy, general 
production manager. 
Sales promotion manager for Canada, 1893 Davenport Road, Toronto, 
Ontario: J. Porter. 


utive vice | 
R. Shore, | 
Edgar A. 


a.: Robert 


, manager. | 
nanager. 


CORRESPONDENCE RE PRICE CHANGES BY CONTINENTAL 
BAKING CO. 


SAN FRANCISCO 


1.: Warren 


Villiam H.| 


‘ichard M. Repwoop City, June 13, 1958. 
a To: Mr. W. R. Schack, director of costs and statistics, New York. 

lildebrand, From: Mr. Jack Goldie, regional manager, Redwood City. 

Subject: Price adjustments—San Francisco bay area, Berkeley. 


.: Allen T. Deak Bix: I am herewith attaching a letter from our manager, Charlie Bird, 


1 H. Wort: © of the San Francisco Bakery, regarding price adjustments made in his area. 

' On Thursday, June 12, Langendorf Baking Co. and Interstate Bakeries ad- 
le, Tenn: | justed their prices in the San Francisco and bay area as listed on the attached. 
7 ; As of today, Friday, June 13, we are adjusting our prices to meet this change. 

Md.: 8. % We would appreciate your approval of the changes listed. 
ers Very truly yours, 
ar Trauscb, | JACK GOLDIE, 


Regional Manager. 





¢ 1Nothing is to go to this bakery address. Express goes to Weston, care of C.N.R. 
.. president. : Longueuil, Quebec. Rush parceis to go to Weston, care of C.N. Express Office, Central 
~D Station, Montreal, Quebec. Notify plant to pick up. 


d.: Richaré 


hony Wolf, 


L. Williams, § 


manager. 
3 C. Rhodes, § 
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San Franorsco, Caurir., June 12, 1958. 
To: Mr. Jack Goldie, regional manager, Redwood City. 
From: Mr. Charles W. Bird, manager, San Francisco Bakery. 
Subject: Price increases. 

Dear JAcK: As per our conversation, we request approval to make the fol- 
lowing price increases effective Friday, June 18, 1958: 





From— To— 





Wholesale | Suggested | Wholesale | Suggested 








retail retail 

eT NR si a nk sia teavetiiss $0. 1775 $0. 22 $0. 195 | $0. 24 
en... 2 -  seeasmeaeieemenial . 25 .3l . 265 . 33 
a eis tna emeintneae 25 31 . 265 33 
Pullman, white and wheat.._..................-------- .25 | 31 . 265 | . 33 
100-percent wheat.............-...- bali ee idicnionee . 2025 . 25 2175 | 27 
a aaa . 2025 25 2175 | 27 
SN ATION ool. anccanucbusseuvecead a eee . 2025 . 25 . 2175 | 27 

29 


Rs tees irchinteabuteseinadbatencectucetataweeinbes - 2175 27 . 235 


| 





I am attaching a sales tag showing the purchase of bread at the new price 
in this area. 
Very truly yours, 
CHARLES W. Brrp, 
Manager, San Francisco Bakery. 


From— To— 


Wholesale | Suggested | Wholesale | Suggested 








retail retail 
CN NE AE WIE sci cictins tisccihaknncich mines Zantie $0. 25 $0. 31 $0. 2650 | $0. 33 
PUNE Racked cco hd ndecbekde~nincl od de deka ocbak . 2650 . 33 . 2825 35 
K.D.C. 
CINCINNATI 


[Interoffice correspondence] 


New York, N.Y., March 15, 1957. 
To: Mr. L. Dale Kinney, regional manager, regional office, Detroit. 
From: R. Newton Lauglin, general office. 
Re: Price increases, Cincinnati. 


Dear Date: This is to approve the price adjustments outlined by letter from 
Gorden Dorsey to Bill Schack, dated February 26 and of which you have re- 
ceived a copy. 

Sincerely yours, 
R. NEwtTon LAUGHLIN. 


CINCINNATI, February 26, 1957. 
To: Mr. William R. Schack, director of costs and statistics, 
From: G. H. Dorsey, Manager Hostess, Cincinnati. 
Dear Brit: On February 25, 1957, the following listed bakeries raised prices 
on bread products in Cincinnati: 


American Bakeries, Taystee Bread. 

Inter-State Bakeries, Butternut Bread and Pennington Bread. 
Rainbo Baking Co. 

Rubel Baking Co. 
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The varieties and new prices on same are as follows: 


























{In cents] 
Wholesale Wholesale 
Variety Variety 
From— | To— From— 

2 oz. sandwich................. 19 20 |} Dozen hamburger buns___...__- 28 30 
20 oz. white bread --............ 19 20 || Dozen barbecue buns__--.-...-- 28 30 
Small rye........- nes 19 20 || Dozen long buns 28 30 
Small wheat... ....- * 19 20 || 21b. sandwich__-....- 33 35 
Cracked wheat - --.- ‘i 19 20 || 234 Ib. pullman__-____- ui 42 43 
Round cluster buns-_-_-.......-- 21 22 || Brown ’n serve rolls......-..... 23 24 
Long cluster buns. --.....-.....- 21 22 


After discussing this with our regional manager, Dale Kinney, it was decided 
by us to raise our prices to correspond to the above on February 26, 1957. 

We attach hereto sales slips to verify the information given herein as to the 
increase in prices made by our competitors. Should you desire any further 
information on this matter, please advise. 

Very truly yours, 
G. H. Dorsey, 
Manager, Hostess Cincinnati. 


SEATTLE 
[Interoffice correspondence] 


Rye, N.Y., August 18, 1958. 
To: Mr. Jack Goldie, regional manager, Redwood City. 
From: R. Newton Laughlin, president. 
Re Seattle bakery price increases. 


Dear Jack: This is our approval of the price increases, effective August 11, as 
listed in carbon copy of letter to you from Seattle Wonder, under date of 
August 8. 

Sincerely, 


(Interoffice correspondence] 


Repwoop Ciry, August 11, 1958. 
To: Mr. W. R. Schack, director of costs and statistics, New York. 
From: Mr. Jack Goldie, regional manager, Redwood City. 
Re price adjustments, Seattle Wonder. 

Dear Bitu: I am herewith attaching letter from our manager, Henry Richards, 
of the Seattle Wonder Bakery regarding price adjustments made in his area. 

On Thursday, August 7, their competitors adjusted their prices in the Seattle 
area as listed on the supporting data. As of today, August 11, we are adjusting 
our prices to meet this change. 

We would appreciate your approval of the changes listed. 

Very truly yours, 
Jack GOLDIE, Regional Manager. 


{Interoffice correspondence] 


SEATTLE, WasH., August 8, 1958. 
To: Mr. Jack Goldie, regional manager, Redwood City. 
From: Mr. H. Richards, manager, Seattle Wonder Bread. 
Dear Mr. Gotpr: As of Thursday, August 7, our competitors in the Seattle 
area increased the price of their bread and, in order to meet the rising costs we 
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have at the present time, we are raising the price of our bread effective Au- 
gust 11 in order to meet the competitive situation ; namely, 

Cents 
RIE VINES ecient any cre os Geese ses hah ies ca atoesentas la saan aan 24 
OPPO 8 a ek 27 
ea In ee ee oo A ers fe 29 
IS Ai eo a a aie oe i es es 33 
Da ladies ccs Sse lit lc ap a lala basa 33 
Rca ie I a a 33 
NOR TT TONS ow cd Seon cee ad Oe Sle a 26 
ee ga aa SN Se a ick BaP nr a re 27 
Np RIOT) WINN so aie rete eu caw peben doen en pe adacias 29 
(riser pound: boll sound nen tenes best Ce de ees 33 
WOOO PHN 8 560s. Sa anivcnnannaebaucaae be aaamatne ee eS 37 


All bulk pack buns will remain the same price we now have with no change. 
We would appreciate your approval of this change. 
Very truly yours, 












H. RicHarps, 
Manager, Seattle Wonder Bread. 


CHICAGO 
Rye, N.Y., March 2, 1959. 

To: Mr. Claude G. Hill, regional manager, Chicago. 
From: R. Newton Laughlin, president. 
Re price increases. 

Dear Criaupe: This is to confirm the telephone approval given you on the 
price increases of bread in Chicago as outlined in your letter of February 23, 
as follows: 


9 OO PING sak ek hck eee ceke a eae eee $0. ae 145 
a IGN UE a ce ee ee .16- 
TE-OAECS WHC’ CORPENGOD) asa s oii eds Seen endee cen eesadeee .17- 
DORR Wrath... tes Se ih wis ens Rhee een eee. . 20- 
20-ounce BI tah pecs alg rea i sad pa ced ts et marae cli . 20— 
20-ounce Psa ce faassen cvs kd oe ma cb a mca a . 20—- 


I have been reviewing your profits and find Chicago is running considerably 
behind last year. The figures you gave me over the phone certainly indicate 
the necessity of price adjustments at this time. 

Sincerely, 


[Interoffice correspondence] 


CuIcaco, Itu., February 238, 1959. 
To: Mr. R. Newton Laughlin, president, general office. 
From: Claude G. Hill. 
Dear Newr: This is to advise that Interstate Baking Co., in the Greater Chi- 
cago area, made the following changes in the wholesale price of their bread 
products this morning: 


Varicty 





12-ounce white_........--.. = cine cacnk bbeealbtemettbendanientedbadnas . 13 $0. 145 
16-ounce white_- pict Gas ee Pelae aaa oa galt ante See orieora aah 16 175 
16-ounce white, expanded... pissed etachaemtncceuccvaceduetunee™ auNkiieana ‘ 175 
I on cnot bo bndnwnsdiendawarsateeenentaosmiws ; 2 om 215 
INO os wtne de ccncuccenndnbbakoth neeniiebjces Psd piiet ane «beuaeciede 5 . 26 
PEN on cca cient bbb Randaine etna egaaonahene eek naeyinee® ‘ : 

De ia nic ccutcicuactonnsesccucs yatta Sues eeeeeen : ithaca Al , | . 215 





12-0u 
1fi-ou 
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2)-0u 
2-ou 
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. 215 








ADMINISTERED PRICES 6603 


I recommend on our following bread products we meet this competitive 
increase : 















| 
Variety | From— | To— 
TOD sek scp ech eneadaens cnenencaeennnasaasanoasnaenabaseagedam ss $0. 13 | $0. 145 
aI Riis a i Sing sande eubhuanaanemuntanassaleonsnaeioken 16 175 
Se es Sasa cnies ciscarars dientpcenicicaepsseimuiinciodsantintndecigiaeads aieateanaiintdiinediasion .17 | £175 
| gE ee ee ee . 20 . 215 
iin cniccereacetben Machine pietpaaitnianimamahttnedanytiunanteint . 20 | 215 
%-ounce buttermilk 20 . 215 








The reasons being: 

1. The last increase on white bread was February 8, 1955. 

2. Since our increase in price, on the above date, our increased labor 
costs, both direct and fringe, in the Greater Chicago area, amounted to 
$11,498.88 per week, or 0.006946297 cent per pound of bread sold. 

3. Additional cost of wrappers, based on week ending February 14, 1959, 
amounts to $4,903.56 per week, or 0.002962165 cent per pound of bread sold. 

4. We have had an increase in taxes and insurance of $3,121.09 per week 
since February 8, 1955, amounting to an increase of 0.001885401 cent per 
pound of bread sold. 

Summing up these four items we have had an increased cost of 0.011793863 
cent per pound cf bread sold. 

The attached sheet will show you the increased average hourly or weekly in- 
crease, by departments, that has been negotiated by the union since February 
8, 1955. 

Cordially yours, 

CHICAGO REGIONAL OFFICE (BREAD). 


Labor contract, average hourly or weekly increases and fringe benefits since 
Feb. 8, 1955, Greater Chicago area 


Per hour 
SN piss ci cist ci esa categ aoe mentee ba Rina anaes a tacansia Sdeiee toae $0. 47 
VN EN i cis test eh stn ieee cies acdc lea ineoaesnioals eimai - 51 
Operating, excluding sanitors___.__--_- iceberg ae a ie Se aa . 565 
NN ssn sce scanty a dhlncea ice ada Road di Sd cea ian nan cst aueees a . 605 
Be RN sa cigs Sisesmcecinick Mig caks a AG aa waa Seascale nhs een naa cee . 495 
MNOeLROOGD AAOTICS GTO F OO sisi eek tieciecicime enna nuineiaaion 51 
INDO: CERN ES o ai iiecrceerin eis eaiminnien mentee ageeieens 717. 50 
RM liaise steraabnsie eden Aa sania mani ee 716.00 


1Per week on base pay. 


DETROIT 


DetTrRoIT, MicH., December 28, 1956. 
To: Mr. W. R. Schack, director, costs and statistics department. 
From: Mr. Martin Heiss, manager, Wonder, Detroit 


| Re price increase. 


Dear BILL: We are attaching two sales slips from two of our competitors who 


| raised the price of bread effective of December 27, 1956. 


We are raising the price of the following varieties effective of today, December 


28, 1956, in the Detroit market only : 


All grocery varities, with the exception of Profile and brown ’n serve 
poppy seed rolls, are up 1 cent per unit. 

Restaurant variety bread went up 1 cent a pound. 

Three- and four-inch hamburg buns and six- and eight-inch hot dog buns 
are up 2 cents per dozen. 


‘ All hard rolls are up 2 cents per dozen, while muffins are up 1 cent per 
ozen. 


' No change on our regular sweet rolls. 
We have the approval from our regional manager, Mr. L. D. Kinney, to put this 


> Price raise in effect. 
Very truly yours, 


MartTIn HeEtss, Manager. 
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PortTLANp, OreG. (1957) 
[Interoffice correspondence] 


PORTLAND, OREG., July 28, 1957. 
To: Mr. Jack Goldie, regional manager, Redwood City. 
From: Mr. 8. E. Fletcher, manager, Portland. 

Dear Jack: Just as a matter of interest I am attaching the only publicity that 
has been printed as of now. It appears to be favorable. I caught about the 
same thing over the early morning radio newscast also. Should anything further 
develop I shall inform you. 

Cordially yours, 
S. BE. FrercHer, Manager. 


PRICE OF BREAD INCREASED CENT 


Most major Portland bakeries increased the price of bread 1 cent a loaf Monday. 

Others were expected to follow suit soon. 

The new prices are 23 cents for plain 1-pound loaves and 31 cents for 114-pound 
loaves. 

Representatives of bakeries said the raise resulted from increased costs, mostly 


' labor costs. An increase in wages and fringe benefits for bakery workers went 


into effect July 1. 
Note.—Handwritten on original Oregonian, “7/23/57.” 


Repwoop City, July 20, 1957. 
To: Mr. R. Newton Laughlin, president, general office. 
From: Mr. Jack Goldie, regional manager Redwood City regional office. 
Re price adjustment, Portland. 

DEAR NeEwT: I received a notice from Sam Fletcher, manager of the Portland 
bakery, advising me that the Franz Baking Co., which is United States Baking 
Co. has announced an upward adjustment of prices as listed on the attached. 
We are asking your approval for us to follow suit on Monday, July 22. 

I am herewith attaching Sam Filetcher’s letter listing the adjustments on all 
of the varieties that we intend to change. 

Very truly yours, 
JACK GOLDIE, Regional Manager. 


PORTLAND, OREG., July 18, 1957. 
To: Jack Goldie, regional manager, regional office. 
From: E. E. Fletcher, manager, Portland Wonder. 


Dear Jack: As indicated by the attached notification to retailer grocers and 
restaurant owners, retail and wholesale prices of bread are adjusted upward as 
of Monday, July 22, by Franz Baking Co. 

In order to meet increased operating expenses caused by two wage and salary 
increases within the past year to all workers, plus 10 cents per hour contribution 
to pension funds for Teamster and B. & O. workers, as well as increases in gaso- 


35621—59—pt. 12——-37 
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line, repair parts, tires, etc., we request approval to make the following adjust. | 
ments on sales of certain varieties as of Monday, July 22, 1957: 









t 








































; To 

Retail Wholesale Fr 

f 

villi sion thd yi to be eee ee te ee ee ead | eff 

NT OURO NII on 5 ictebbcncmndacntdieatéigiensabnenneon \ 5 141s 
TAPES WON WHAUS. occcccnccosnonchoncesucscunsuecsaevesucasen .30 31 24 28 
PNG bc nwadkenicancedvecscqcdensesnensceweibutessinatsaannens 27 -28 .216 24 Fi 
Lil SU RON... «..5 cineccccwadcsasanscupesessbennubaaeuen .30 -3l 24 28 
Cire FO ONE NE i een ecccanceconnkatennenanuas 25 - 26 -20 28 Be 
Wonder thin sliced sandwich. - 31 32 248 256 

Wonder pullman white... 31 . 32 248 » 256 _ 

Wonder pullman wheat... 31 - 32 248 - 256 Stal 

Club pullman white... 31 32 248 « 256 Stal 

COED PAUMAD: WINOE vcncdedineceprantasedeaannetbosignem—nonss 31 32 248 - 256 F Star 

14- 

1%- 

Very truly yours, : ro 

S. E. FLetcHer, Clu 

Manager, Portland Wonder. ae 

Fret 

Bro\ 

PorTLAND, OrEG. (1958) Rest 


Rye, N.Y., September 2, 1958. 
To: Mr. Jack Goldie, regional manager, Redwood City. 
From: R. Newton Laughlin, president. 
Re price adjustment, Portland. 
Dear Jack: This is approval for price adjustment in the Portland area, as 
requested in letter of August 22, 1958, from the Portland bakery to you. 
Sincerely, 


SPrrigh< 








Repwoop City, CALiF., August 22, 1958. 


To: Mr. William Schack, director of cost and statistics, general office. 
From: Mr. Jack Goldie, regional manager, Redwood City regional office. 
Re personal and confidential. 

Dear BILL: I am herewith attaching a letter sent to me by our Portlani 
bakery advising us of the price adjustment which went into effect on Monday, 
August 18, showing the complete price schedule changes on all varieties affected. 

Competitive bakeries’ price changes went into effect on the same day, Monday, 
August 18. I have withheld sending this information on to you as I was waiting 
for supporting evidence of bulletins that were sent out to the trade on Friday 
and Saturday of the previous week. Due to our manager, Sam Fletcher, havin; 
an emergency appendectomy delayed the whole procedure. 

I will receive the supporting evidence tomorrow and will forward it all to you! 
May we have your approval? 

Cordially, 


: 
e TE . 
oor kh Or hh Son sb bw we ees 


Jack GOLDIE, Regional Manager. 
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Manager. 
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[Interoffice eorrespondence] 


PORTLAND, OreEa., August 15, 1958. 


To: Mr. Jack Goldie, regional manager, regional office. 
From: S. EB. Fletcher, manager, Portland Bakery. 


DEAR JACK: We Solicit your approval to put the following price schedule into 


effect sales date Monday, August 18: 
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From— To— 
Wholesale Retail Wholesale Retail 
SIDIE SNEED WIN pin cininninincccmnnaatanbbiwineeicaiaion $0. 184 $0. 23 $0. 20 $0. 25 
Standard large white............ . 248 -3l . 264 .33 
Standard large wheat . 248 31 . 264 .33 
14-pound restaurant pullman white.......-- - 256 32 272 34 
14%-pound restaurant pullman wheat . 256 32 272 . 34 
Rc Chadedkahunnieamdiam see . 224 . 28 - 232 -29 
100 percent wheat 1 pound.. -- 208 26 - 232 .29 
Cluster bums (8)--....- snauscsene - 256 32 . 272 .34 
Cluster coneys (8)-......----.-.- 256 32 - 272 . 34 
EE I Ce ED Oceictietctcrccadecannonnamamiove labacanesenes tonmaniaaies . 232 . 29 
French sesame bread..........--. . 224 28 . 224 . 28 
te EO BI vaveciininnickunenmiaeaibocitancnuoed - 28 35 -312 .39 
Restaurant varieties: 
SNS CIID o inde ct deccuaddiandenudauaedons . 368 . 46 . 384 48 
GEERT DHE COGN) « ccnsavesncnnasecdccanenaknuws . 384 -48 - 416 52 
RR ED COIINEE s icivitininicscrenndmeancnmuncmedie - 40 . 50 448 . 56 
EERE TIED . 736 . 92 . 768 . 96 
6-inch individual coneys (dozen). ..........--.-...- . 368 - 46 . 384 -48 
8-inch individual coneys (dozen). ......-..---...--- -48 - 60 - 496 . 62 
10- to 12-inch individual coneys (dozen) .....-.....- . 736 . 92 . 768 . 96 
4inch buns (package of 6)... .............-..02c5enes . 184 -23 . 192 24 
4%-inch buns (package of 6)..........-...-..------- . 192 - 24 . 208 . 26 
§-inch buns (package of 6).......................... -20 . 25 . 224 . 28 
6-inch buns (package of 6)...............-...---...- . 368 - 46 . 384 48 
41-inch sesame buns (dozen) -.-.........--.---.------ - 464 . 58 - 496 - 62 
6-inch sesame buns (dozen)................---.-...- . 48 . 60 . 528 . 66 
6-inch sesame buns (dozen)....................-.... . 816 1.02 . 896 1.12 
44-inch sesame buns (package of 6).........-...... . 232 .29 . 248 .3l 
6-inch sesame buns (package of 6)...........-.._._- . 24 30 . 264 .33 
6-inch sesame buns (package of 6)...........-.....- - 408 51 - 448 - 56 
Pg | Se, 368 46 . 384 . 48 
SSS ssi sass nsession 


Yours very truly, 


S. E. FLercuer, Manager, 
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CONTINENTAL BAKING Co., INc., 
Portland, Oreg. 


The following price schedule will be in effect Monday, August 18: 























From— To— 
Standard small white.........-.- $0. 23 $0. 25 
Standard large white. .........-.- 31 . 33 
Standard large wheat............-..-. 31 .33 
1% pound restaurant pullman white-.._.........--.-------- +32 34 
11% pound restaurant pullman wheat ‘ - 32 34 
PIS, oc a hdcneetwen dss detinnant abled iitnehsbpswsienanwes . 28 29 
100 percent wheat (1 pound)... -- . 26 .29 
3, | Ree ete . 32 34 
Cluster coneys (8)....--------..-- .32 34 
Grocery buns, 44-inch (6)-...-.-- -27 29 
French sesame bread. --..-..------- . 28 2B 
Brown ’n serve rolls. ....--.---.--- .35 . 39 
EN IN 6 ica ndnedetanassaGiGaccddocdsareasekendoneneny shina daenaela .32 34 
Restaurant varieties: 
III shit cag ee OGnodcaleantinahenaucsauhaubesemwanunda cena 46 48 
ee SO on coc acatinGunenchebbankoheniancan . 48 . 52 
5-inch buns (dozen) -.....-.----- - 50 56 
6-inch buns (dozen) -.......------ - 92 % 
6-inch individual coneys (dozen) _. 46 48 
8-inch individual coneys (dozen) -.......--.-..--.---------- . 60 . 62 
10- to 12-inch individual coneys (dozen) - 92 - 9% 
CARIES TEE RONG ODN) «5s nin ce cbeiin ee decsonannmnnn a -23 a 
414-inch buns (package of 6) ..---- is - 24 26 
5-inch buns (package of 6). ..-.-.-- 25 2B 
G-tennls Thiel TRUS CEO). ono so ikn Saree in ccccccacsoncns 46 48 
4\4-inch sesame buns (dozen) -.._-...-- i aldiatmarnane janiealaniid * . 58 - 62 
5-inch sesame buns (dozen) ........-.------ . 60 66 
6-inch sesame buns (dozen) _.........--------- 1,02 1.12 
4'<-inch sesame buns (package of 6)....--...-------.------ . 29 31 
5-inch sesame buns (package of 6).......-.------------------ . 30 33 
6-inch sesame buns (package of 6)- 51 56 
G-nch- BEG DUE CRONE) on nn on re dbicnccdcnccnnccnsccnctcdscocsesencesusavseens - 46 8 





The above prices are retail. Wholesale prices will be established by deducting | 
20 percent. 


New York (1957) 


[Interoffice correspondence] 
e New York, N.Y., February 19, 1957. 

To: Mr. BE. L. Timberman, regional manager, regional office, Bronxville. 
From: R. Newton Laughlin, general office. 
Re price increases. 

Dear TiM: This will acknowledge your letter of the 11th confirming my con- 
versation with you regarding the adjustment of prices in Metropolitan New York. 

Sincerely yours, 


| 
| 


Newt, 
R. NEwTon LAUGHLIN. 





BRONXVILLE, N.Y., February 11, 1957. 
To: Mr. R. N. Laughlin, president, general office. 
From: E L. Timberman, regional manager, regional office. 
Re price increases. 

Dear Newt: This will confirm my telephone conversation with you this morn 
ing regarding the change in prices in the metropolitan New York market. 

On Friday, February 8, the manager of the Bronx Bakery telephoned me t0 | 
advise that General Baking Co.’s salesmen were announcing to the grocers ul 
increase in the price of various varieties of baked goods which they deliver. 
This morning, one of our supervisors at the Bronx Bakery picked up in one 
of the stores in the Bronx a written notice issued by the General Baking C0. 7 
advising of these price changes. 

In view of the increased costs in my operations in the metropolitan area and 
the close marginal situation under which we are operating here, I recommended | 
that we follow this price move immediately. In accordance with your approval, | 
I wish to advise that on Wednesday, February 13, we are increasing the price! 
of our grocery varieties as follows: 
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[In cents] 
Wholesale 
From— To— 
ERMINE: toss nccdenasSessanuandesdctsabannsananddimunctedadadiadsnaayandaee 14% 15 
EE PIN 05. chinseuensadchsancdetaaoyGuddsdstdunesteh siuabacasancuay 18 184% 
oie ion nctoencacmaein Sachin aaa aniee coma avin cam atid aieadgidacsnaande 18 1844 
SE is oe can cnéccssreudeacelacananscevasan rouse eieientiatre aie 20% 21 
I I Sb ccnciuieiicibaswnnwsaedew aawiad auincidindudiredaibmaiandeaa La eeee 32 324% 
EE Ma cn dn ralstnnkindubinddcenndliucsembewouteianadadeninintiwndsadtuamen 18 19 
eS MONE PUNE GNUNL . 2. once cauenasausaavendounonsstngeudedacacnee 20 21% 
WRGIEON, SEMEECUNONE VOID OPO) i co iccidastelwcncdiciacecddedaddobesadsnvecsubs 20 21% 





This price move will be effective in the metropolitan trading area served by 
our Paterson, Bronx, and Jamaica bakeries, 
Cordially yours, 
BE. L. TIMBERMAN, 
Regional Manager. 


New York (1958) 


[Interoffice correspondence] 


Ryeg, N.Y., September 5, 1958. 
To: Mr. E. E. Campbell, regional sales manager, Bronxville. 
From: R. Newton Laughlin, president. 
Re price adjustment, Metropolitan New York market. 


Dear Bup: In reply to your letter of September 4, this is my approval of 
price adjustments as listed in your letter, effective September 5, 1958. This 
covers the metropolitan trading area served by Paterson, Bronx, Jamaica, and 
Brooklyn bakeries. 

Sincerely, 





[Interoffice correspondence] 


BRONXVILLE, N.Y., September 4, 1958. 
To: Mr. R. Newton Laughlin, president, general office. 
From: E. E. Campbell, regional sales manager. 

Dear Newr: This will confirm my conversation with you yesterday regarding 
the change in prices in the Metropolitan New York market. 

Ward increased the price of various varieties of baked goods which they 
deliver on Tuesday, September 2. General Baking Co. increased their prices 
on Wednesday, September 3. 

In accordance with your approval, I wish to advise that on Friday, September 
5, we are increasing the price of our grocery varieties as follows: 












[Interoffice correspondence] 
[In cents] 
Wholesale 
From— To— 

I rac ch ad anus ee ee 15 15% 
I ee wig eS Bea a ee Sa a Tee 18! 4 20 

er MUNG ... cccnceushucwawde Sano ptitelensVelkdekneaud eaamiaicaeanoad 18% 20 
SE Gee ge sei casa eci dicta arene ae 184 20 
Nae ee ee - 21 2214 
PINE. bec. aeveuakucemubaciasndnesoascaaesbanan 3214 34 
Wonder, rye...____- 19% 20 

.., i SE 19 20% 
Wonder, hamburger rolls 8’s- f 21% 23 

onder, frankfurter rolls 8’s_............- Se le ee ee eee si 21% 23 
Wonder, bread made with buttermilk..........-..------------------------------ 23 244 
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This price move will be effective in the metropolitan trading area served by 
our Paterson, Bronx, Jamacia, and Brooklyn bakeries. 
Sincerely yours, 
EB. E. CAMPBELL, 
Regional Sales Manager. 


Bronx, N.Y., September 5, 1958. 
To: Mr. E. E. Campbell, regional sales manager, New York region. 
From: William Cimbia, manager, Bronx No. 5. 
Re increase in whole prices. 


Dear Bup: On Friday, August 29, 1958, Ward Baking Co. started to advise 
the trade in our territory that their wholesale prices on most varieties would 
be increased on September 2, 1958. On September 2, these new prices were 
put into effect. 

On Tuesday, September 2, 1958, General Baking Co. also advised their cus- 
tomers of a price increase and put the new prices into effect on Wednesday, 
September 3, 1958. : 

Pursuant to our phone conversations, please be advised that effective Friday, | 
September 5, 1958, we have put the following new wholesale prices into effect: | 


Present |Priceeffective 7 
Variety wholesale Sept. 5, 1958 © 


Wonder, small 

es 
Wonder, thin sliced 

Wonder, sandwich 

CO eee 
Wonder, buttermilk... 
Wonder, king pullman. 
Wonder, wheat 

Wonder, rye 

Wonder, frankfurt rolls (8) 
Wonder, hamburger rolls (8) 


Very truly yours, 


WILLIAM CIMBIA, 
Manager, Brona No. 5. 


Jamatcos, N.Y. September 5, 1958. 
To: Mr. E. E. Campbell, regional saleg manager, regional office. 
From: T. E. Smith, manager, Jamaica No. 10. 
Re price change. 


Dear Bup: On Wednesday, August 27, Ward Baking Co. notified the retail 
grocer trade that effective Tuesday’s deliveries, September 2, they were in- 
creasing the prices of their products delivered to grocery store trade, copy of 
which I am attaching. On August 28, the General Baking Co. notified the retail 
grocer trade they were raising certain products delivered to the trade, effective 
Wednesday, September 3, copy of which I am attaching. 

Confirming our telephone conversation of Wednesday, September 3, we notified 
the retail grocer trade on Thursday, September 4, that we were raising the 
prices of certain of our products delivered to the retail trade—such products 
and increases being as follows, this increase being effective with deliveries 
made on Friday, September 5; 


Present New price Suggested 
price selling price 


Small Wonder... __- ; $0. 15% $0. 19 
Regular Wonder .18% . 20 * 


Wonder thin sliced ° - 20 
Bie Wonder_... ‘ . 22% 
Wonder pullman 7 i a a alae dite 34 
Wonder sandwich --__- : iat wat - 18) . 20 
Wonder frankfurter rolls (8)........-.-..------- = 21%) - 23 
Wonder hamburger rolls (8) om 214 - 23 
Wonder wheat... i Paral a, Sa Se arin Ee tales 19 , - 20%) 
Wonder rye 9% - 20 
Wonder buttermilk J . 24% 


eRRBRBResee 


Very truly yours, 
T. E. Smiru, Manager. 
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[Interoffice' correspondence] 


BRONXVILLE, N.Y., September 5, 1958. 
To: Mr. T. B. Smith, manager, Jamaica. 
From: B. BE. Campbell, regional sales manager. 
Deak Rep: Confirming my telephone conversation of Wednesday, September 
8, this will serve as written approval to increase the wholesale prices of the 
following varieties in the territory served out of the Jamaica bakery : 









From— To— 

I CUE dtanccawandvcdsuuion cannnquuaanachadsundaudpedalesddienibesae $0. 15 $0. 15} 
REE TORN . « cadadnidunaccnnpatcnindadudminnacicuqundeee tabs eas tad .18% - 20 
ee NO tele be ties sie lacus ss ob i dsbe combo daasls -18% . 20 
NE IE Nik «ace tensa diac steiiacinistihina tiie aback a pininsanpcbianinehitminaniadh ate -184% . 20 
1s oc eeibpoaeiadaswammbdpehataoun aamtanipeamanttedicneee .21 22% 
ST ND onc ciceducdencdcdddecd ldeatbddichwtbalddaswbebidinmadibaimdbloan 32% . 34 
I in anti in i aaa ll kk ke en ee 2 -19% -20 
CS ESET ONE REA E eee st eee ae PRO Ie -19 .20% 
SE OIE LLL LEI INN -21% - 23 
I I I i castetetecaneceasmeseninnsccsaiiiiiphicsasniniecestninnay ies aopun ecniniiibc .21% -23 
Wonder bread made with buttermilk...........-.....---.-.----2-- . 23 24% 

lige icicandciptiicktacsiniaktinciciounh batnsbaignsaiadgmmmimadtiaisdemaabiicvaae 2. 28% 12. 43 





1144-cent increase (6.35 percent). 


The above increases are to become effective Friday, September 5. Will you 
please be sure to notify the cost and statistical department the day the new 
prices went into effect. 

Sincerely, 
E. E. CAMPBELL, 
Regional Sales Manager. 





BROOKLYN, N.Y., September 3, 1958. 


To: Mr. E. BH. Campbell, regional sales manager, regional office. 
From: L. Rimmelin, manager, hotel and restaurant No. 8. 
Re adjustment of bread prices. 


Deark Bup: As per your telephone conversation the following adjustment in 
prices of grocery varieties are to be effective Friday, September 5, 1958. 

A check of our market showed Ward Baking Co. adjusting prices on Tuesday, 
September 2, 1958, and General Baking Co. on Wednesday, September 3, 1958. 















Variety From— To— 
Weer WU sli le Aol es bisa $0. 15 $0. 154% 
MUIR. +, 1.00 ied Schices amonibend Sepateaits cab eenccbehemieeeabaaseanetotennneintdte -18% . 20 
Wonder square 18% -20 
Wonder thin__ 18% . 20 
Big Wonder... 21 «22% 
Grocery pullma 32) 34 
onder rye._. “ 19% - 20 
Wonder wheat_...___- Nia i oe Ne ee .19 .20% 
rma Maen brpmer Folie Ossi oe 55 1 ile oc bilccnodwdecnnsbbedstonsébondandacceddes .21% .23 
ING, BRIDGE. 2... 4 42.1: cual wnsiniaiaonpeignmmedgretnadinaweatioemmeid -21% -23 
Wonder bread made with buttermilk .....--..------- 222-222. eeeneeeeeennene---e- 23 .24% 





Please confirm. 
Very truly yours, 
L. RIMMELIN, Manager. 
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SUPPLEMENTARY MATERIAL SUPPLIED BY CONTINENTAL 
BAKING CO. 


CONTINENTAL BAKING Co., INC., 
Rye, N.Y., July 16, 1959. 
Hon. Estes KEFAUVER, 
Chairman, Subcommittee on Antitrust and Monopoly, 
U.S. Senate, Washington, D.C. 


Dear SENATOR KEFAUVER: During Mr. Laughlin’s appearance before the Sub- 
committee on Antitrust and Monopoly on Thursday, June 18, 1959, the commit- 
tee requested that we supply certain additional information. Mr. Laughlin has 
not as yet returned from his trip to Europe; however, I thought it best to send 
this information to you without delay. 

1. The committee asked us to supply information with respect to the apprecia- 
tion of the common stock of Continental Baking Co. for a period of 10 years. 
The following is a list of the highs and lows for each of the years from 1949 
through 1958: 


414 
30% 


1 Continental Baking Co.also paid a 10-percent stock dividend on this common stock during the year 1956, 


2. The committee requested that we supply a list of the four largest producers 
of bread in the United States. We do not have complete information for this 
request. We are sending to you the Bakers Weekly Selected Directory of Baker- 
ies, 41st edition. This directory lists the major bakeries throughout the United 
States, and also lists information with respect to each bakery as to the 
equipment, and number of routes, which possibly will give the committee the 
information they have requested. 

8. The committee requested that we supply details of recent purchases by 
Continental of flour. Attached is a list of Continental’s purchases of flour on 
June 27 and July 11, 1958, which is a typical record of purchasing procedure for 
this company, and in those instances represented our estimated requirements for 
a period of approximately 3 months. 

In addition, we are attaching copies of letters from two major suppliers from 
whom we purchased flour on June 27 and July 11, 1958. Those letters list a 
number of other baking companies to whom those suppliers sold flour on the 
same dates. 

Also attached are market quotations which are mailed to all subscribers of the 
Southwestern Miller, a trade journal. These bulletins publicize the prices paid 
by large purchasers of flour, hence this price information is available generally in 
the baking industry. Actually, this price information is also published by 
en on the day of purchase, and is also available on the Dow Jones 

cker. 

4. The committee also asked that we supply information with respect to the 
prevalence of discounts and allowances given by wholesale bakers to customers 
in the various markets throughout the United States. As was explained by 
Mr. Laughlin, it is our policy to sell our baked goods to all of our customers in 
each market at uniform prices and terms. Discounts from our prevailing market 
prices are granted only where necessary to meet competitive offers to our 
customers in order to protect our business. 

The extent to which we find it necessary to meet lower competitive prices to 
particular customers in any market varies from time to time. Accordingly, the 
picture on discounts in any market is a temporary and constantly changing one. 
It is, therefore, impossible for us to select any specific market as being those iD 
which discounts are granted or to describe others as being markets in which n0 
discounts are afforded. 

5. Attached is a study of increases in labor costs covering a period beginning 
with a base period from 1947-49 to 1958. 
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6. Attached is a study of our overall, countrywide increases in stale returns 
during the same period as in No. 5 above. 

I should like to take this opportunity to thank you, the other committee mem- 
bers, and the staff members of the committee, for your courtesy and cooperation 
during our appearance at the hearings. 

Very truly yours, 
Roy M. ANDERSON, 
Assistant General Counsel. 


RygE, N.Y., June 24, 1959. 
Mr. A. G. Hessel. 


Mr. F. W. Pfizenmayer. 
Bread flour purchases 





Quantity 
(hundred- 
weight) 


Company Brand Price and basis 


June 27, 1958: 
Higginsville Flour Mills Co......__- Kansas Diamond 


Commander Larabee Milling Co-_._- 


Wm. Kelly Milling Co 
Wichita Flour Mills Co-.-- 
General Mills, Inc..... 
Pillsbur 


Cream Loaf 
Craftsman 
Sunny Kansas 


King Wheat-_-_.....- 


Pan King... 


90,000 | $4.75 bulk Kansas City, 
250, 000 Do. 

12, 000 Do. 

40, 000 Do. 

90, 000 Do. 

65, 000 Do, 


Weber Flour Mills Co. .| Big Value_- 75, 000 
Standard Milling Co Red Turk. 55, 000 
Rodney Milling Co REE cccucnthecces 35, 000 
p Be ee eae Silk Floss 15, 000 
Ismert-Hincke Milling Co I-H 13, 000 Do. 
Colorado Milling & Elevator Co_.__ 157,000 | $4.75 bulk Omaha, 
Nebraska Consolidated Mills Co-..- 25, 000 0. 
Mennel Milling Co 25,000 | $4.75 bulk Kansas City. 
International Milling Co 25, 000 Do. 
July 11, 1958: 
Rodney Milling Co Do. 
Ismert-Hincke Milling Co. .-| I-H ; Do. 
General Mills, Inc. .| King Wheat. -- ae . Do. 
Higginsville Flour Mills Co-_- .-| Kansas Diamond mM \ Do. 
Commander Larabee Milling Co....| Cream Loaf. , Do. 
Wm. Kelly Milling Co Craftsman ; Do. 
Wichita Flour Mills Co Sunny Kansas 4 Do. 
Pillsbury Co Pan King Do. 

Big Value k Do, 

Red Turk ; Do. 
Kansas Milling Co Silk Floss Do. 
Colorado Milling & Elevator Co._..| H 94.75 pelle Omaha, 

0. 
$4.75 bulk Kansas City. 


Nebraska Consolidated Mills Co.... isdom Bakers 
1, 733, 000 


Mennei Milling Co 


Frep W. PFIzENMAYER. 
See list dated June 24, 1959, for addresses of flour mills reported in the above 
schedule of purchases. 
Names and addresses of flour mills from whom purchases were reported on 
June 27 and July 11, 1958, as per memorandum of June 24, 1959: 


Colorado Milling & Elevator Co., Denver, Colo. 

Commander Larabee Milling Co., Minneapolis, Minn. 

General Mills, Inc., 156 William Street, New York, N.Y. 

Higginsville Flour Mills Co., Higginsville, Mo. 

International Milling Co., 99 Park Avenue, New York, N.Y. 
Immert-Rineka Milling Co., 1570 West 29th Street, Kansas City, Mo. 
Kansas Milling Co., Wichita, Kans. 

Wm. Kelly Milling Co., 414 South Main Street, Hutchinson. Kans. 
Hummel Milling Co., 1712 Toledo Trust Building, Toledo, Ohio. 
Nebraska Consolidated Mills Co., 1521 North 16th Street, Omaha, Nebr. 
The Pillsbury Co., 589 Fifth Avenue, New York, N.Y. 

Rodney Milling Co., 1550 West 29th Street, Kansas City, Mo, 
Standard Milling Co., 503 Senaca Street, Buffalo, N.Y. 

Weber Flour Mills Co., Salina, Kans. 

Wichita Flour Mills Co., Wichita, Kans. 
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Comparison of labor costs from the base period 1947-49, and year of 1958 


—————— LT 


1958 Increase Percent 


Base 
period 


Cost of labor (inside) per pound of bread $0. 017434 | $0.026142 | $0. 008708 49. 95 
Cost of labor (outside) per pound of bread . 020041 . 040105 . 020064 100. 11 


Cost of labor (total) per pound of bread - 066247 - 028772 76. 78 


Nore.—The cost of inside labor would be considerably greater but for efficiencies created by automation, 


Comparison of stale returns for the base period of 1947-49 and the year of 1958 


Base period, 1947-49 
Year of 1958 


[Market Quotations from the Southwestern Miller, Kansas City, Mo.] 
(This service is exclusively for advertisers in the Southwestern Miller) 
SOME CHAIN RUYING, BUT FLOUR SALES LIMITED 


Kansas Crry, June 27, 1958.—One ranking chain booked July-Aug. needs 
of hard winters, and a chain grocer also covered for about same period, at $4.75 
per ewt., bulk, K.C., for standard patent. Another chain covered only two weeks, 
but other chains stayed on p.d.s. Demand from independent bakers also devel- 
oped only on a limited scale, with a scattering of 5,000 and 10,000-cwt. lots, but 
few in number. One large user bought July needs of farina. Demand for soft 
flours was fair, principally p.d.s., and spring bookings remained near a halt. 
Hard winters declined 15¢ per cwt., springs up 2¢, new crop soft and rye un- 
changed. Hard winter 95% was $4.75@4.85, bulk, K.C.; spring, $5.97@6.02, 
bulk, Minn.; $7.04@7.09, cottons, N.Y.; high gluten, 30¢ more; cracker, $5.95@6, 
new $5.20@5.35, papers, N.Y ; rye, $5.65@5.70, papers, N.Y. 


EXCELLENT WEATHER AGAIN FOR WHEAT HARVEST 


Ordinary and particularly moisture types of hard winter again declined 2¢ 
a bu., but dry ordinary was fully steady, proteins firm. Spring wheat was un- 
changed, and further weakening was noted in soft wheat. Ideal weather again 
prevails over entire Southwest, and combining is being resumed on widespread 
scale, with heavy run expected next week. Protein is still showing up in 
limited amounts. Mills computed costs on No. 1 to 11.25% at 3¢ under @ 1¢ 
over K.C. July ($1.8034); 11.5%, 3¢ under @ 7¢ over; 12%, 4@19¢; 12.5%, 
6@24; 18%, 11@34¢; 14%, 15@40¢; No. 1 read, 3¢ under to July price. In 
St. Louis, No. 2 red was in demand at 6%4@7¢ over Chicago July ($1.8514) by 
merchandisers to fill contracts. Bids on No. 2 red for July shipment were at 
Chicago July for export tonnage to 8@6¢ under on proportional. In Chicago, 
No. 2 red was 6@8¢ over, main interest in July shipments at 14@%%4¢ under. 
At 55¢ points, No. 2 red was 10@13¢ over Chicago July, old wheat scarce, new 
crop bids 8@7¢ under, white 2@3¢ above red. No. 1 to 12% spring was 26@29¢ 
over Minneapolis July ($2.1814) ; 18%, 27@30¢; 14%, 28@31¢; 15%, 29@32¢; 
16%, 30@35¢; 17%, 32@39¢. Soft white $1.92@1.94, July-Aug., Portland. 

Mid-June parity of $2.43 points to final 1958 loan at $1.82, up 4¢ from forward 
minimum, and $2.15, K.C., for No. 1 grades. 


EXTREMELY SLOW EXPORT FLOUR-WHEAT SALES 


Overseas business in flour and wheat was slow. Colombia asked for offers 
of a cargo of No. 1 hard, 18% protein via Gulf, but other inquiry was extremely 
light. Fairly substantial volume was done earlier from North Pacific, 12 
cargoes. Subsidy certificates were strong at 1% for June-first half July, %% 
last half July-first half Aug. Flour sales were in limited amounts to the Ameri- 
cas. C.C.C. prices were unchanged, No. 1 hard 20¢ over K.C. July and No. 1 
Northern 28¢ over Minneapolis July, f.o.b. Gulf; No. 1 hard, f.0.b. Atlantic, also 


No. 2 red 26¢ over Chicago July, soft white 3054¢, No. 1 spring 58¢ o Min- 
neapolis July. Subsidies: af Pe set 
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Gulf— eee pe ee ee po eee We epee eek ees 







Oe ites cis ddedvawosisaudacdin 1.68 |_.-..|0.75 |0.65 10.48 |0.71 |0. 57 |0.40 | 0.29 |0.31 | 0.29 
Th RIB dad ininsecdneen insane sue a -72| .62| .45] .68 | .54].37] .26).28] .26 
Oka cnagttianetennedinsdgsetoss 2.19 |1.88 |1.48 | .82| .72 | .55 | .78 | .64| .47] .20|.31] .29 





All classes 


PE a ciaicatidiniininipn tania enema sates 2.13 }1.88 [1.48 | .35 | - 2B 













Rate periods: Flour (Gulf)—May 31, 1959; Atlantic and west coast—July 20, Sept. 3, May 31; Spring- 
Durum—June 30, Aug. 14, May 31; Hard Winter—May 31, 1959; other classes—June 30, May 31; west 
coast, all classes—June 30, July 25, May 31. 


SOUTHWEST FEED WEAK, OTHER MARKETS STRONG 





Kansas Ciry, June 27, 1958.—Easier tone developed in Southwest millfeed, 
demand the poorest in over a week. Sacked bran lost 50¢, gray shorts steady, 
bulk middlings $1.50 lower. Other markets again showed strength. Northwest 
firm to $1 up. Central states bran 50¢ @ $1.50 up, midds $1 @ 2; Buffalo bran 
unchanged, midds up $1. Demand was limited in all major markets, mixers 
showing signs of having filled immediate needs and holding back in hope of 
material setback. Mills encountered difficulty on offers for week of July 7. 
Considerable attention was focused on deferred sale of bulk midds, July 
through October, at $28, K.C. Bran for spot and quick was $31 @ 31.50, K.C. 
Gray shorts were $42 @ 42.50, demand less aggressive, but mills fairly well 
sold up. Deferred interest in sacked was lacking. Bulk trade, K.C.; Bran 
$28.50 @ 29, midds $41 @ 41.50, shorts $42 @ 42.50. Germ $78 @ 80, cottons, 
K.C. 




























Sacked bran Bulk midds 


Sacked midds Bulk bran 


DNR a5 os vnc cde dntbdSwdadoade $33. 00@$33. 50 | $45. 00@$46. 50 | $29. 00@$29. 50 | $42. 00@$43. 00 















































Ee ee 36.00@ 37.00 | 48.00@ 51.00 | 32.00@ 33.00 44.00@ 47.00 














DUNN tasasccccastsaosscauutintasd 39. 50@ 40.00 | 48.50@ 49.50 | 33.50@ 34.00 43.50@ 44. 50 


CLEARS STEADY TO FIRM, LESS ACTIVE DEMAND 





Clears were steady to firm, but turnover was noticeably smaller. Mill offer- 
ings were rather light, and demand was less aggressive from seaboard houses 
and domestic industries, latter furnishing the better outlet. Sales of 1.0 ash 
for next week were at $4.10, bulk. Gulf, also $3.70, bulk, K.C. Sales of 1.0 ash 
for all July and first half of Aug. arrival were $4.05, bulk, Gulf. One fair-sized 
lot of 1.30 ash of 13% protein brought $3.55, bulk, K.C. Active inquiry persisted 
for 1.30 ash of 15% protein at $4.25, bulk, Gulf, none obtainable. Interest in .70 
ash was relatively narrow, some offers for export at $4.20, bulk, Gulf, but rela- 
tively stronger for domestic at $3.95@4, bulk, K.C. Hard winter protein clears 
were shade firmer, and spring clears held well. Export straight of .50 to .55 ash 
was $4.65@4.70, bulk, Gulf, early shipment down to $4.60. Ordinary of .65 to 
‘75 ash was $3.95@4, bulk, K.C.: intermediate, $4.25@4.30; stronger protein, 
$4.40@4.45; .80 to .85, $3.80@3.85; .95 to 1.0, $3.65@3.75; 1.25 to 1.50, $3.50@ 


8.55; fancy, $4.60@4.65. Fancy spring was $5.05@5.15; first, $5@5.05, bulk, 
Minneapolis. 


{Market Quotations from the Southwestern Miller, Kansas City, Mo.] 
(This service is exclusively for advertisers in the Southwestern Miller) 


SHARP EXPANSION IN BAKERY FLOUR BUSINESS 


Kansas City, July 11, 1958.—Sharply expanded hard winter flour business 
was consummated and mills were confident of continuing large volume over 
the weekend. One chain baker that previously booked July-Aug. filled out an- 
other 60 days, through Oct. Other chains remained on sidelines or covered for 
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about two weeks. Much broader booking developed among large and small in- 
dependent bakers, usually 120 days, although far from widespread. The busi- 
ness was being done at $4.75 per cwt., bulk, K.C., for standard patent. Some 
mills indicated that response was slow, many buyers inclined to hold back. 
Sales of soft flours tapered off after recent big volume, and spring bookings 
were of only scattered small lots for spot needs. Hard and sofe flours were up 
5e, springs 3c, rye 5c down. Hard winter 95% was $4.87@4.97 per cwt., bulk, 
K.C. ; spring standard, $5.71@5.76, bulk, Minneapolis ; $6.78@6.83, cottons, N.Y.; 
high gluten, 30c additional; cracker $4.90@4.95, papers, Chicago; rye, $5.55@ 
5.60, papers, N.Y. National brands of soft flour were up 15c to $7.60, cottons, 
N.Y. 


RAINS STILL IMPEDE HARVEST, PREMIUMS STRONG 


Hard winter premiums were unchanged to 2c up, springs steady, soft wheat 
strong on most markets. Rains fell in northern Kansas and Nebraska and 
little or no combining is being done. Heavy rains were still falling over most 
of soft region, and virtually no wheat has yet been cut in Ohio, some alarm 
developing over prolonged delay. Intensive mill demand prevailed for hard 
winter proteins, most sales fully 3@4c above low end of range. Mills computed 
costs on No. 1 to 11.25% at 34%@1%c under K.C. July ($1.82%) ; 11.5%, 1c 
under@5c over; 12%, 2@17c; 12.5%, 6@22c; 18%, 15@32c; 14%, 19@38c; No. 
1 red, 3c under@ic over. In St. Louis, No. 2 red was firm, except for wider 
moisture discounts, Nos. 1 and 2 varied from 1%4c over Chicago July ($1.85%4) 
on choice export billing to 21%4c under on short rate tonnage, hard at same 
range. In Chicago, few cars of dry No. 1 red sold 2c over, No. 2 at 1%ce, No. 
2 hard 2%c. At 55c points, spot cars brought 3@5c over Chicago July, July— 
Ang., bid 8@7c under. No. 1 to 12% spring was 14@18c over Minneapolis July 
($2.19144) ; 18%, 15@19c; 14%, 17@20c; 15%, 18@21c; 16%, 20@25c; 17%, 
22@29c. 





SLACK PACE IN EXPORT FLOUR-WHEAT WORKINGS 


Export flour business was of small size, and near blank was noted in overseas 
wheat sales, Flour demand in Americas has tapered off, only scattered few 
orders coming through. Interest from Norway and Netherlands was lacking, 
with bids from latter too low. C.C.C. No. 1 hard was 20c over K.C. July, f.0o.b. 
Gulf; No. 1 spring, 20ec over Minneapolis July; No. 1 hard f.o.b. Atlantic, 22%¢ 
over Chicago July; No. 2 red, 22%4c, spring 47c over Minneapolis July. Scrip 
again was offered at %4%, demand narrow. Subsidies: 


Spring Durum Hard 
Winter 


Gulf— 
To Europe 
To Americas 
RGIS silt ecc cece 


All classes 
1.50 . az | . 33 
I 


Rate periods: Flour (Gulf)—May 31, 1959; Atlantic and West coast—July 20, Sept. 3, May 31; spring- 
durum—Aug, 14, May 31; hard winter—May 31, 1959; other classes—May 31; West coast, all classes—July 
25, May 31. 


FURTHER CLIMB IN MILLFEED, BROADER DEMAND 


Kansas City, July 11, 1958.—Vigorous upturns again were recorded in mill- 
feeds, supplies extremely tight and demand active. Southwest bran gained $1, 
gray shorts, 50¢, and bulk middlings Jumped $1.50. Northwest was steady to firm. 
Central states moved up 50¢, Buffalo bran steady to 50¢ up, standard midds 
50c@$1.50. Most mills were either well sold uy for next week or inclined to hold 
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back on selling. Few plants offered into week of July 21, but met only limited 
response. Formula feed sales remained substantial and millfeeds, even after re- 
cent advances, are attractive in relation to soybeans meal and concentrates, en- 
couraging more millfeed use. Bran for spot and quick was $30@30.50, K.C. Gray 
shorts were $135.50@36, buyers displaying vigorous interest. Bulk trades, K.C. ; 
Bran $26@26.50, midds $34@34.50, week of July 21 at $33.50@34, shorts $34 
@34.50. Wheat germ was $79@81, cotton, K.C. 














Sacked bran | Sacked midds Bulk bran Bulk midds 



























PS sc cctunncnannecmanbetmcnban $32. 50@33.00 | $37. 50@38.00 | $28. 50@29. 00 $33. 50@34. 00 
I bin ocd sbawadbanddeaseaéatamed 35. 00@36. 00 42. 50@43. 00 30. 50@31. 00 37. 50@38. 50 
DE inctutid mn cckeanna 













-nee-----c0----| 38. 50@39. 00 45. 00@46, 00 33. 50@34. 00 40. 50@41. 00 


UPTURN OF 5C IN MOST CLEARS, MEAGER OFFERS 






Clears met good demand, prices up 5c on high ash, and generally strong tone 
prevailed. Offerings were light, and even higher indications failed to bring out 
supplies in quantity. Bid on 1.0 ash for Aug., $4.15 bulk, Gulf, but seaboard 
houses were unable to satisfy needs at this level. A few small lots of 1.20 ash 
also brought $4.15. Sales of .70 ash were at $4.25@4.30, bulk, Gulf, also $3.95, 
K.C. Pressure of .70 ash from Texas and Oklahoma mills let up, accounting for 
a firmer undertone. Industries displayed narrow interest. Hard winter pro- 
tein clears were firmer, sales 5c up, supplies meager. Spring clears were in mod- 
erate demand. Export straight of .50 to .55 ash was $4.70@4.75 per cwt., bulk, 
Gulf. Ordinary of .65 to .75 ash was $3.95@4, bulk K.C.; intermediate, $4.25 
@4.30; stronger protein, $4.35@4.40; .80 to .85, $3.80@38.90; .95 to 1.0, $3.70 


@3.75 ; 1.25 to 1.50, $3.50@3.60 ; fancy, $4.50@4.55. Fancy spring was $5.05@5.15; 
first, $5.05, bulk, Minn. 




















COMMANDER LARABEE MILLING Co., 


Minneapolis, Minn., June 25, 1959. 
Mr. Frep W. PFIZENMAYER, 


Continental Baking Co., 
Rye, N.Y. 


Dear FRED: In line with your telephone request Monday and conversation yes- 
terday with George Mairs we are happy to cooperate in furnishing the proper 
information. 

Our records show that on July 11, 1958, you purchased from us a round lot 
quantity of Cream Loaf flour. On the same date our records show that we 
contracted with a large number of customers the same brand of flour at the same 
price as you purchased when all the sales were reduced to the same common 
denominator; namely, bulk basis Kansas City rate points. Our customer list 
includes large bakeries, small- and medium-sized bakeries as well as wholesale 
distributors. 

The attached sheet shows names and addresses of firms referred to above. 


Please call on us if we can render additional service along this line. 
Sincerely, 














Eis D. EnGuisH. 
Perfection Biscuit Co., Fort Wayne, Ind. 


Dietzen Bakery, Anderson, Ind. 

Alstadt & Langlas Baking Co., Waterloo, Iowa. 

Ideal Baking Co., Panama City, Fla. 

Sanitary Baking Co., Clarksburg, W. Va. 

Fox Royal Bakery Co., Wilmington, N.C. 

Bell Bakeries, Inc., Jamaica, N.Y. 

St. Louis Bakers Cooperative Association, St. Louis, Mo. 
B. H. Gardner Co., Indianapolis, Ind. 

Central Flour & Feed Co., Des Moines, Iowa. 
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Ketty-Ericxson Co., Ino., 

Omaha, Nebr., June 25, 1959. 
Mr. F. W. PrizENMAYER, 

Continental Baking Co., 
Rye, N.Y. 

DEAR FRED: Pursuant to our telephone conversation yesterday, we have checked 
our records, and we are in agreement that you bought flour from us on June 27, 
1958, at $4.75 per hundredweight bulk Omaha or Kansas City. 

The following people also bought the same grade of flour on that date at the 
same price of $4.75 bulk Omaha or Kansas City. 

Southern Bakeries, Atlanta, Ga. 
Interstate Bakeries, Kansas City, Mo. 
Kroger Co., Cincinnati, Ohio. 

Colonial Baking Co., Grand Rapids, Mich. 
American Bakeries, Chicago, IIl. 
Henke-Pillot, Inc., Houston, Tex. 
Campbell-Taggart, Dallas, Tex. 

Baird Bakery, Phoenix, Ariz. 

Holsum Baking Co., Roswell, N.Y. 

Heebe’s Bakery, Gretna, La. 

Schneiders Modern Bakery, Memphis, 'l’enn. 
Ideal Food Stores Bakery, Liberal, Kans. 

We also sold the General Baking Co., on June 27, 1958, a slightly lower grade 
flour at 3 cents per hundredweight less or $4.72 per hundredweight, bulk, Omaha 
or Kansas City. 

We also wish to advise that the contract you placed with us was far larger 
than any of the other sales mentioned. 

On July 11, 1958, the Continental Baking Co. again bought flour from us at 
the price of $4.75, bulk, Kansas City and Omaha for the same grade of flour 
purchased on June 27, 1958. 

On this date of July 11 we also sold to the following firms the same grade of 
flour at the same price of $4.75, bulk, Kansas City or Omaha: 

American Bakeries, Chicago, Il. 
Pecos City Bakery, Pecos, Tex. 
Holsum Baking Co., Lubbock, Tex. 
Morehouse Baking Co., Lawrence, Mass. 
Burlington Baking Co., Burlington, Iowa. 
Genest Bros., Inc., Manchester, N.Y. 
Tasty Baking Co., Baton Rouge, La. 
Campbell-Taggart Associates, Dallas, Tex. 
Bowman Baking Co., Deming, N. Mex. 
Holsum Baking Co., Danville, Va. 
Southern Bakeries, Atlanta, Ga. 
Interstate Bakeries, Kansas City, Mo. 
Kroger Co., Cincinnati, Ohio. 
White Baking Co., Indianapolis, Ind. 
In addition to the above sales, we sold to General Baking Co. a lower grade 
flour at $4.72, bulk, Kansas City or Omaha. 
I might add that on July 1, 1958, we sold Omar, Inc., Omaha, Nebr., a lower 
protein flour at $4.65, bulk, Omaha. 


Yours very truly, 
Ketty-Ericxson Co., INo. 


{Interoffice correspondence] 
Rye, N.Y., March 3, 1959. 


To: All regional managers, bakery managers, and department heads. 
From: Roy M. Anderson, legal department. 
Re U.S. Senate bill 11. 

Recently a bill was introduced in the U.S. Senate which, if passed, could 
drastically affect the operations of all of our bakeries, including the Morton 
and Stewart operations. This bill is known as Senate bill 11, and its purpose 
is to amend the Robinson-Patman Act. This bill would make it even more dif- 
ficult to comply with the Robinson-Patman Act by severely restricting, perhaps 
even eliminating, our right to meet competition. 
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This is how it would affect us: 
As you know, we sell our products at uniform wholesale prices to all cus- 
tomers in the same market. The only exceptions are where competitors offer 
lower prices in a particular territory, or grant a discount to particular cus- 
tomers. Legally we are permitted to meet this lower price or discount of our 
competitors where it is necessary to hold our business. If this bill were to be- 
come law, this right to meet individual competitive situations would be taken 
away from us. 

This bill would not affect all bakers the same way. If a competitor does not 
sell his products across State lines, he can drop prices and grant discounts 
without worrying about the Robinson-Patman Act. Probably the only way a 
baker selling his products in interstate commerce could meet his competitor’s 
lower prices would be to drop his wholesale prices to all his customers. 

Actually, this law would be a national menace. It would severely limit 
price competition in all industries where sales are made across State lines. 
This would result in inflation, at a time when inflation is our most serious eco- 
nomic problem. 

This dangerous piece of legislation is not new. It was introduced last year 
and narrowly escaped passage, although it was condemned by the American 
Bakers Association, the American Bar Association, the U.S. Chamber of Com- 
merce, the American Farm Bureau Federation, the National Grange, and dozens 
of other business and civic groups. This year the danger of its passage is 
greater. It was introduced at the very beginning of this session of Congress. 
It has the support of many prominent Senators, and it is scheduled for pub- 
lic hearings beginning March 17. To date there has been very little activity 
in opposition to it. It is expected that the American Bakers Association will 
spearhead the industry’s drive to defeat the bill. Other industry and trade 
organizations will probably do the same thing. This is very effective, but 
each member of our industry must, on his own initiative, oppose this bill. 

We believe each of you can be a tremendous help in expressing our position 
on this bill. Senators, and all Congressmen alike, are particularly sensitive 
to the views of their local constituents. In our company alone, we have about 
100 plants and regional offices in a number of States. If each bakery manager 
and regional manager were to write his own Senator, it would help to defeat 
this legislation. We suspect that many Senators are not aware of the adverse 
effects this bill would have on industry generally, and businesses in their own 
States, in particular. 

I suggest you write a letter to each of your two Senators as soon as pos- 
sible. To help you with this, I am enclosing a suggested letter. This should 
be rewritten in your own language. My letter is intended to outline the argu- 
ments against this bill. 

I am also enclosing a copy of the bill itself and a list of all U.S. Senators. 
Also, I suggest that you discuss Senate bill 11 with suppliers, customers, and 
your business friends. You should bring this bill to the attention of all trade 
and business organizations to which you belong, or with which you may be as- 
sociated, You can point out that the bill would affect their operations the same 
way it would our own. 

Perhaps local trade and industry associations can adopt resolutions con- 
demning the measure. Those resolutions should be forwarded to the local 
Senators, but individual members should write their Senators as well. 
noe Senators should be addressed at Senate Office Building, Washington 25, 

Please write your Senator as soon as you can—today, if possible. 
bill 11 must be defeated. 

Very truly yours, 


Senate 


Roy M. ANDERSON. 


[Outline for letter] 


(Please be sure to fill in proper information where indicated below by paren- 
theses. ) 


Hon. (name of Senator), 
U.S. Senate, Washington, D.C. 
Dear Str: I am writing you to register my opposition to Senate bill 11, which 


was introduced in the U.S, Senate on January 9, 1959. This bill would amend 
the Clayton Act as amended by the Robinson-Patman Act, by restricting com- 
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petitive pricing when the effect may be “to lessen competition or tend to create 
a monopoly * * *”, 

I am the manager of a bakery in (city and State) which employs (number) 
local people. We are in competition with national, regional, and local bakeries, 
both wholesale and retail. 

By the very nature of our business, we are local in character. The perish- 
ability of bakery products and the distribution system used in selling those 
products limit the area that a bakery can serve, whether that bakery be a 
member of a national chain of bakeries or a local independently owned bakery. 
There are some bakeries, however, that sell their products across State lines, 
and there are others that sell their products wholly within.a State. 

The effect of Senate bill 11 would be to make it difficult, or even impossible, 
for a bakery which is selling its products in interstate commerce to adjust prices 
to meet different local conditions. Those bakeries which do not sell their proa- 
ucts in interstate commerce can offer lower prices and grant discounts without 
worrying about violating the Robinson-Patman Act. Probably the only way the 
baker selling his products in interstate commerce could meet such lower prices 
or discounts of his intrastate competitor would be to drop prices on an areawide 
basis. This could set off a chain of events that ultimately would be ruinous to 
small, local concerns. Furthermore, it could destroy the local nature of the bak- 
ing industry. 

It is my opinion that the effect of Senate bill 11 would be to severly limit 
price competition in all industries where sales are made across State lines. 
This would result in further inflation on a national scale, at a time when infla- 
tion is our most serious economic problem, 

I urge that you give Senate bill 11 your close attention, and do all you can 
to defeat the measure. I believe that it is important to (State) and to the coun- 
try that it does not become a law. 

Yours respectfully, 


CORRESPONDENCE RE PRICE CHANGES AND DISCOUNTS BY WARD 
BAKING CO. 
FEBRUARY 19, 1958. 
Mr. A. J. Davis, 
Safeway Stores, Inc., 
Jersey City, NJ. 

Dear Mr. Davis: As per your request by telephone, we are attaching herewith 
a list of our cake varieties, along with the wholesale prices and suggested retail 
prices. Also included is a list of our bread varieties, with similar information. 

We are also submitting with these price lists, a sample of all cake varieties, 
as well as only three samples of our most popular bread varieties. 

During my last visit with you, I referred back to your letter of May 13, 
1957, at which time you forwarded to us a questionnaire covering any cash or 
quantity discount plan we may have had in operation. At that time I pre 
sented to you our promotional allowance contract, which your legal department 
rejected. 

During the intervening time, upon the advice of our legal counsel, and the 
Federal Trade Commission, we had discontinued this promotional allowance 
program as of December 28, 1957. 

At the time your firm rejected our promotional allowance contract, you 
advised me we were not competitive in this market. We have found this situa- 
tion to be as you stated, from our other chain accounts, As of December 29, 
1957, we adopted a policy of giving 5-percent discount on all bread and cake 
purchases wherever we must meet a competitive situation. 

Bffective as of this date, with your permission we would like to adopt this 
program with your organization. This is the same manner in which we do 
business with Grand Union, Daitch-Shopwell, and all other chains that we 
service in the metropolitan area. 

We would be very happy to give you any further information on this plan 
and trust it will meet with your approval. 

Many thanks for your present and future business, 

Most sincerely, 
Warp BAkING Co., 
“Trp Top BAKERS,” 
BH. D. Supers, 
Regional Manager. 
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SAFEWAY Srores, INo., 


Jersey City, N.J., February 27, 1958. 
Warp BAKING Co., 


867 Southern Boulevard, 
New York, N.Y. 
(Attention: Mr. E. D. Sidders.) 


Dear Mr. Sippers: This refers to yours of February 9 in which you quoted 
us On your cake line. 


In this letter you referred to your discount plan, which you use to meet com- 
petitive situations. 

As this will have to be forwarded to our legal department for clearance, 
I would appreciate your writing me in quadruplicate outlining the plan, advising 
the conditions under which it is granted, and to save additional correspondence, 
I know they will want to know approximately how many of your customers 
are receiving this discount and approximately what percentage of your total 
business is done with companies who receive this discount. 

This information is necessary, as the company simply will not accept discounts 
that seem to be aimed specifically at a few large accounts. 

Please give me full information and I will forward it on for their opinion. 

Yours very truly, 


A. J. Davis. 


Marcu 38, 1958. 
Mr. A. J. DAVIS, 


Safeway Stores, Inc., 
Jersey City, NJ. 


DEAR Mr. Davis: In reply to your letter of February 27, may I advise you 
our discount plan is very simple. A 5 percent discount is paid on the total 
volume of bread and cake delivered to your stores by our driver salesman. 

This discount can be deducted from the monthly statement to you, or we can 
forward you a check in the amount of the 5 percent discount. May we have your 
instructions on which method you prefer? 

Due to competitive situations, we now have 25 chain accounts with 495 out- 
lets participating in this plan. We also have 854 independent outlets participat- 
ing in this plan. Approximately 29.6 percent of our weekly business is done 
with customers participating under this discount arrangement. 

We trust that the above information is adequate, if not, please let us know. 

Many thanks for the authorization we received this morning. 

Sincerely, 


Warp Bakine Co., 
E. D. SrppeErs, 
Eastern Regional Manager. 


SAFEWAY Stores, INc., 


Jersey City, N.J., March 5, 1958. 
Warp BakInea Co., 


82 South Fifth Avenue, 
Mount Vernon, N.Y. 
(Attention : Mr. E. D. Sidders) 
Dear Mr. Sippers: This refers to yours of March 8 relative to your 5-percent 
discount plan. ' 
You state that the 25 chain accounts and 854 independent outlets constitute 
approximately a 29.6 percent of your weekly business. 
This would indicate that for some reason some of your accounts do not receive 
the discount. 
The question now is, what are the requirements to qualify for the discount. 
Inasmuch as the discount is not given to all your customers, we will need to 
know if it is offered to all your customers, and the requirements to qualify. 


As soon as I receive this information, I will pass it on to our legal department 
for their approval. 


Yours very truly, 
A. J. Davis. 


85621—59—»pt. 12-88 
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Marcu 17, 1958. 
SAFEWAY Stores, INc., 
Jersey City, N.J. 
(Attention of Mr. A. J. Davis.) 


GENTLEMEN: In reply to the inquiry in the fifth paragraph of your letter 
of March 5, the 5-percent discount is a lower price made where we are satisfied 
that it is necessary to make such lower price in order to get or hold business 
because competitors have already made equally low prices. This was the situ- 
ation in the case of the accounts referred to in your letter, aside from any other 
considerations. We can assure you that it is our policy at all times to comply 
with all applicable legal requirements. 

I trust that this gives you the information requested. 

Sincerely yours, 


A. M. Grean, Jr., Vice President. 


SAFEWAY SToRES, INC., 


Jersey City, N.J., March 31, 1958. 
Warp BAKING Co., 


New York, N.Y. 
(Attention: Mr. A. M. Grean, Jr.) 

GENTLEMEN: This refers to your letter of March 17 relative to your 5-percent 
discount plan. 

Our legal department has approved this, making it satisfactory for us to 
accept. 

Will you please advise me the mechanics of handling this discount. In 
other words, how do we receive it and when. 

Yours very truly, 


A. J. Davis. 
(Handwritten note: “Check will be forwarded each 4-week period, first check 
PE Apr. 5th will cover 14 weeks sales from NE 1/4 through NE 4/5.”) 


JuLy 18, 1958. 
Re promotional and display contract. 
Mr. G. HorrMAN, 
The Kroger Co., St. Louis, Mo. 


Dear Sir: In consideration of your cooperation in our advertising and sales 
promotion program consisting of the use of point-of-purchase material, special 
displays in your stores, and tie-in adyertising, we are willing to pay you a pro- 
motional allowance of 3 percent on all sales of our bakery products in your 
stores. This allowance will be paid by us to you every 5 weeks. 

For your further information, we are advising you that we offer similiar ar- 
rangements on a proportionally equal basis with any customer whose store 
volume is sufficient to warrant a similar promotional program, 


It is understood that this arrangement can be terminated by either of us on 
1 week’s notice to the other. 


Sincerely, 
Warp BAKING Co., 

F¥. NELSON, Assistant Manager. 
Accepted by the Kroger Co.: 


G. W. HorrMan. 
Date: July 21, 1958. 


Fesrvary 24, 1959. 
Winn-Drxte Stores, INo., 


Tampa, Fla. 


GENTLEMEN: We are enclosing our statements for weeks ending January 1, 
February 7, and February 14... As you will note, we have not deducted a 5 per- 
cent promotional allowance but, instead, are sending along our check No. 20835, 
which would cover this allowance. 

if this is.¢onvenient with your records, we will continue in this manner; how- 


ever, we shall be most happy to cooperate with you in any way that will aid 
your accounting procedure. 
Sincerely, 


Warp BAKING Co., 
Frank L. SALEMI. 
Manager. 
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958. 
NATIONAL FOOD STORES, INC. 
an 1106 Central Industrial Drive St. Louis 10, Mo. Phone = MOhawk .-2650 
itisfie - 
isiness This Agreement is entered into between National’ Food Stores, St. Louis Branch, 
1e situ- represented by Mr. Mat al ______ hereinafter known as National, and 
Me, John Boeck, representing Ward » hereinafter known as the Company, . 
y other baking Co. 
comply This agreement 4s available on an equal basis to all manufacturers, distributors, or brokers 
having a complete or pa: vial distribution of their products in National Foods Stores Inc., 
according to sracific service: cutlined herewith, National accepts the Company's offer of 
tocperavive advertisiag aud agror> “2 nerfovm the advertising services as iniicated below. 
sa oF cf SCHEDULE for week desired, 
ent. pean 
| __Jan.| Feb. |Mar.| apr] May | June] July! Aug. [Sept, oct, [Nov, [Dec, 
anes San! A el eB See oe so 
— inte Mh enrclehsina clic, aaalMR ie Oe Tm Oat 
r us to 
In Se oe ee Somany is cffered one week's promotion 
unt. oe on gre Hroducta 2° indicated in the above 
a schi clu : following media and 
WIDOW POSTERS «- services: Items to be selected later. 
DAVIS. WALL BANNZES RADIO 1. NEWSPAPER ADVERTISING 
‘st check Week End Schedule 
AND TW ARE-AVAILABLE «= 2. SALES PROMOTION BULLETIN 
. 3. SHELF PRICE MARKER 
PRICES UPON REQUEST. 4. STORE DISPLAY [J Full End 
, 1958. ARR : Sa 
oe S. Mat [1] Yes 
This contract may be cancelled by @ No 
either party, upon thirty day's : ° 
written notice, Bonaria $y Begree 3" $0,00-1 \e' 
eo eee RRR EH OH Amount TOTAL $4880.00 
, es 
ou a pro Accepted by National Food Stores, Inc. Manufacturer: 
3 in your ‘7 ‘ ie paee.8 Place 
ame of Product: 
as eee 4 Approved by: Web 
0 aa eg 
DATE: Cpr 23/956 : es 
- of us on 
Send evidence of Sales Promotion: 
and Advertising Service to: 
fanager. 
oe EXECUTIVE OFFICE, 
January 8, 1959. 
FFMAN. , s ’ 
To: EB. D. Sidders, eastern regional manager. 
A, W. Schultz, central regional manager. 
24, 1959. From: E. A. McLaughlin. 
Effective Monday, January 12, 1959, the Grand Union Stores Co. will receive 
from us a 20 percent profit margin on all Freshbake and Nancy Lynn products 
January 1, that we manufacture for them. Therefore, effective Monday, all your sales- 
ed a 5 per- people will bill Grand Union 13.6 cents per loaf for Freshbake bread in all 17 
No. 20835, cents retail areas. Where we serve the Freshbake sandwich bread at 28 cents 
and they resell at 35 cents, the price remains the same because on this product 
nner ; how- they have been receiving their 20 percent markup. 





at will aid Effective the above date, we take on the servicing of the entire Sunrise 
Markets with Freshbake bread and it is our objective to continue to work with 
the Grand Union people to obtain additional volume from other markets which 
they are selling Freshbake and that we are not enjoying. With this arrange- 


ment, it should enable us to continue to do still better volume business with this 






Co., 
OMI. 
Manager. 
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entire operating chain and I am sure that each and everyone in your organiza- 
tion will do his utmost to increase, not only the sales of Freshbake, but our 
entire line of Tip Top products. 

Thanks kindly for taking care of this in your usual “Tip Top” manner. 


FEBRUARY 25, 1959. 
GRAND UNION STORES, 


East Paterson, Nul., 
(Attention: F. Cody) 


GENTLEMEN: We want to extend our heartiest congratulations to you on the 
opening of your fine store No. 501 in Sarasota. We are sure you will command 
your share of the public’s attention with such a fine store. 

We are enclosing two statements covering weeks ending February 14 and 
February 21; however, if this is not in accordance with your standard procedure, 
or if you need additional forms for your accounting office, we shall be happy to 
comply with your requirements. Please note on both statements enclosed we 
have deducted a 5 percent promotional allowance on all items sold in your store 
with the exception of the fresh bake bread. This bread is billed to you at a net 
price of 11.6 cents per loaf. 

We stand ready to help you in every way possible and look forward to meet- 
ing you when you might be in this area. 

Sincerely, 
Warp BAKING Co., 
FRANK L. SALEMI, 
. Manager. 


THE GRAND UNION Co., 
East Paterson, N.J., March 24, 1959. 
Wagp BAKING Co., 
Tampa, Fla. 
(Attention: Office manager.) 


Dear Str: We are now receiving bills from you covering merchandise de- 


livered to our store No. 501 and I note that you are allowing a 5-percent dis- 
count on your bill, of $6.09, dated February 28. 

We are unable to apply this credit and I am requesting information as to 
what you are allowing the 5-percent quantity discount on. Kindly advise 
accordingly. 

Very truly yours, 


e R. McDermott, Auditing Department. 


Marcu 26, 1959. 
THE GRAND UNION Co. 


Hast Paterson, N.J. 
(Attention: R. McDermott, auditing department. ) 

GENTLEMEN: Thank you for your letter of March 24 regarding our weekly 
statement of February 28 for store No. 501. 

The discount of $6.09 represents 5 percent of $121.85. This is the amount of 
merchandise sold to you at our regular prices. There is no discount given on 
the — Bake Bread we make for you since this is priced at a net of 11.6 cents 
per loaf. 

We trust this will clear this matter for you, but if there is any different way 
you would prefer our handling it, rest assured that we will cooperate with you. 

Sincerely, 
Warp BAKtnNe Co., 
FRANK L. SAtemi1, Manager. 
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vith you. Warp BAKING Co., 

New York, N.Y., July 15, 1959. 
Dr. Joun M. Bratr, 

mager. 


Chief Hconomist, Subcommittee on Antitrust and Monopoly of the Committee 
on the Judiciary, 2286 New Senate Office Building, Washington, D.C. 

Dear Sir: With further reference to our letter of July 8, 1959, relating to 
certain additional information requested on pages 424 and 443 of the record, 
we are submitting this information as follows: 

(1) Information was requested concerning products sold on the route running 
from Albany, N.Y., to Pittsfield, Mass. As indicated in the testimony, this route 
carries a variety of bakery products and not only the 17-ounce white loaf which 
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was the subject of the questioning. A typical week’s net sales for this route 
would be $945, broken down as follows: 


Pittsfield Percent of 
wholesale | Percent of and dollars 1 
price of total route 


g 
= 
os 


Percent 


17-ounce white loaf. 
21-ounce white loaf. 
Dark bread 
Hamburger rolls (8) 
Frankfurter rolls (8) 
Cake (10 cent)... 
Doughnuts 

Private label. 


ROW OCKwOawwo 


Sr Pr oo 


BER-SBBES 


eacocoecon 


& 
~pP 


All products sold in Pittsfield are priced to meet local competitive conditions. 

(2) You inquired concerning the cost of transportation of bread from Pitts- 
burgh, Pa., to Uniontown, Pa. Our analysis of this indicates that the cost is 
approximately $0.00551 per pound. I believe that you will find this consistent 
with the testimony. This is a distance of approximately 40 miles. 

(3) You also inquired concerning the “additional cost” per pound of bread, 
operating a route from Uniontown, Pa., to Fairmont, W. Va. We find that the 
additional cost of the mileage to Fairmont over and above the mileage of the 
average Uniontown route is more than offset by the lower commissions earned 
by the Fairmont driver on the lower selling price in Fairmont. For example, 
the additional cost of operating a route from Uniontown to Fairmont, as against 
the average Uniontown route, is estimated at $0.0015 per pound of bread. How- 
ever, this is offset in whole or in part because the lower price of the loaf in 
question in Fairmont yields a lower commission to the driver even though the 
commission rate is the same. 

I trust that this gives you the information you requested. 

Very truly yours, 
A, M. GREEN, Jr., Vice President. 


CORRESPONDENCE RE PRICB CHANGES BY GENERAL BAKING CO. 
Ivem 3 
2. (b) The increases in New York, N.Y., of September 1958. 


RIcHMOND Hitt, N.Y., August 28, 1958. 
S. L. Lowrie, 
Controller, General Baking Co.: 
Learned in market this morning that Ward has notified its customers of new 
wholesale prices effective Tuesday, September 2, 1958, as follows: 


Product and new wholesale price 


Small white bread 
Medium white bread 
Large white bread 
Pullman white bread 


Request authority to follow this competition in Metropolitan New York City 
market including north Jersey on Wednesday, September 8, and simultaneously 
to increase our home service retail prices as follows: 
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route Product and retail price 
RPO TE  SOUEEG OUT ic ct cess loa clk i 
RI RN Ns is sg ci cc cca aac nena meena 24 
ee Snare: Chilty ailee: WHS: DIOR sacs teria ek ae, 24 
aie TENG WINE OTIS WO ais sins itis ae eee 27 
rice ROP SORE WONG sida ticctcbnntdcantatindetnmidiienneiiiledlneeis 27 
— Pah) Wnsee DTORG Rn oc eee eae 41 
Grossinger rye and pumpernickel square rye and pumpernickel___.________ 26 
wa RN NIN acs cic acca ents cara scenes coheed aeahialiacaa ahaa axpoometnalencctaite 25. 
100.0 BGGG: 00 OTN eirs nace bnew ae nin eaainnandanaaaiangueeraalieaeeed 26 
100.0 POCO OF 6: RMON TOR iii nica 29 
oe Package of 8 frankfurter rolls..._.._..............____.____ siGariutbl seen 29 
a. James Scorr, 
100.0 New York Regional Manager. 
100. 
New York, N.Y., August 28, 1958. 
litions. JAMES Scort, 
. Pitts- Regional Manager, General Baking Co., 
cost is 100-10 91st Avenue, Richmond Hill: 
sistent You are authorized to increase your prices in accordance with your telegram 
| a today, effective Wednesday, September 3d, provided that Ward actually moves 
cae on Tuesday. 
of the 8S. L. Lowic, Controller. 
earned Warp ‘BAKING Co., 
xample, August 27, 1958. 
against Ernnorn’s, INC., 
a Brooklyn, N.Y. 
a ws GENTLEMEN: As a result of constantly increasing manufacturing and selling 
i eosts, particularly labor cost, we are compelled to increase the wholesale prices 
of the following bakery products, effective Tuesday, September 2, 1958: 
In ce 
ident. weenie 
Wholesal Suggested 
iG CO. price P retail price 
Large OY ON ign a ae eae ee ee eee, 2214 2 
3, 1958 ree eee 2 25 
Package of 8 hamburger rolls... 23 29 
Package of 8 frankfurter rolls. . 23 29 
Cracked wheat............._- ‘ 20% 25 
rs of new EE INS 6 cones cdscantnessudnenssciaudansnvbnsasaascenesendaaeipneaaiad 20% 25 
MI I ices ce ae ogee i eng ee tens og ee eae A 
Cente We wish to take this opportunity to thank you for your patrenage and to 
15% assure you of the continued high quality in our Tip Top products. 
pears Very truly yours, 
wane 2 Warp BAKING Co. 
---- - B. J. Lyons, Manager. 
ace 
es 23 
jones 23 
ae 20% 
reer: 20% 
pens 20% 
York City 
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[Interoffice correspondence] 


GENERAL BAKIn@a Co., 
September 25, 1958. 
To: Mr. Wilmer G: Williams 
File: New York regional office. 
Dear Mr. WiLtiAMs: Attached is a copy of notice mailed to the following 
chainstores from the regional office: 


American Stores, Ine. 
The Grand Union Co. 
Safeway Stores, Inc. 
Associated Food Stores 
The Penn Fruit Co. 
Pioneer Food Merchants 
A. & P. Stores, Ine. 


You will aiso find attached lists of notices sent out to certain multiple-chain 
operators by the New York plant managers. 
Sincerely, 
JAMES Scort. 


AveustT 28, 1958. 
Mr. CHARLEs D. FRENCH, 
American Stores, Inc., 
Kearny, NJ. 
Dear Mr. FrencH: Because of greatly increased business costs we find it 
necessary to notify you that beginning Wednesday, September 3 next, our prices 
will increase as follows: 






[In cents] 
Product New whole- | Suggested 
sale price retail price 
NS OE iandincccidnddnedotapabictoibwennbladetbdtdnovdalsiaiedcded 2214 7 
8 a cai a acenaa ic aansneiagebeineaaeatbiatineeanneaaee 20 yt 
TEIN cn. 55 eiiraiienhs hing waseaiteiniseladininmeataian nanan 20 a 
Re tad dia cases ice bani mae maaan kaa eeu IaeN 154% 19 
EI 2.7 cl gu ctucealnaodnbanas pantinviedssaiwelaaaaeenSaandnsan adda 34 41 
ERE RE OE Ee Ee ET 22% 27 
i. 6... acanekncannndsnenssnesaabasesneenenuebananed 20% 25 
Tt Eo ks etic winncncann Ene scacacduatenecuendeumedsandwebes 20% 
Grossinger rye and pumpernickel..---_-___- 20 25 
Grossinger square rye and pumpernickel. 20 25 
Package 8 frankfurter rolls_........-..... 2 23 2 
NS 2 INIT TOUR occ inte nnacaviaacdakcscadnstenemuunucmmaasnen 23 29 


These price changes apply to all stores under your jurisdiction serviced by our 
Newark and Long Island plants. 
Very truly yours, 





New York Regional Manager. 


GENERAL BAKING Co., REGIONAL OFFICE, 
Long Island, N.Y., August 28, 1958. 

Mr. FRANK TABOSKEY, 
Safeway Stores, Inc., 
Jersey City, N.J. 

Dear Mr. TasosKey: Because of greatly increased business costs we find it 
necessary to notify you that beginning Wednesday, September 3 next, our prices 
will increase as follows: 
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[In cents] 
, 
, 1 Product New whole- | Suggested 
1958. ; sale price | retail price 
King-tize Bond..........-a--e-<-c2--ce--oeecn-eoneeceeeonesneeeneeeeeeeneees 2214 27 
} ium ee sins hse dh. cares teh rv chk ncn ab Ge caep techn coda ch ener ged Eas rents sap wraclni eatin 
lowing } Square thin sce > = 
\ ial ek a ee ee 15) 19 
‘ PURE NCE na cenagteheacckcscacadsaccncsnechasdunoncaddnanunbadeceiaegad 34 41 
& Honey sweet Bond_-.--._... 224% 27 
Bond American sweet rye... 20% 25 
‘ Whole wheat................ A 20% 25 
Grosiaeer rye and pummernietel.... cco. ccccecccnncudddtvdadesvnvedabcds 20 25 
Square Grossinger rye and pumpernickel..-..........-..--.----..--------.-- 20 25 
2 ee ra aaa 23 29° 
EE IES MTN AES. 23 29 
le-chain These prices apply to the north Jersey and New York area but do not include 
Connecticut. 
Very truly yours, 
ScorT. , 
New York Regional Manager. 
, 1958. 
GENERAL BAKING Co., 
Newark, N.J., August 28, 1958. 
| GENTLEMEN : Because of greatly increased business cost, we find it necessary to: 
» find it | notify you that beginning Wednesday, September 3, next, our prices in the Metro- 
ir prices | politan New York City market, including north Jersey, will be increased as 
% follows: 
{In cents] 
Suggested , Product New whole- | Suggested 
etail price | sale price retail price 
” RNS a nce aces So aia hn el 5 eal ie 2244 27 
24 LT: ». 0 cninsieiscicinghh aise edcuabiiaammieibabidaiadmaiadadenet 22% 27 
a Square thin-sliced Bond_-._.............-.. 20 aA 
19 Gel hend. .....--...... 15% 19 
41 Pullman Bond. .--.---.--- 34 41 
7 Bond American sweet rye se 20% 25 
25 PT re a a A Oe 20% 25 
25 ee 0s Ge I e.g... ic dnicdctsdniedasaaeusadaneodineaun 20 25 
25 PEt SUNISROTT PRIN 6 occ racecccnccnasbnanandnocavenmensens 20 25 
25 enn en I I= > od 5 seecid uaibmsinlaubolp ebsaacabucemelesnanll 23 29 
2 Ne IE Bicais oS ca idwcaniwncncdundsencudcicsumnmadanenannanen 23 29° 
Trusting we may continue to enjoy your valuable patronage. 
ed by our Very truly yours, 
J. A. Fisuer, Manager. 
| [Interoffice correspondence] 
} 
aaa GENERAL BAKING Co., 
ew September 2}, 1958. 
To: Mr. J. Scott, regional manager. 
ICE, File: Brooklyn South. 
28, 1958. Dear Jim: The following is a list of chain customers who were sent notices 
f on August 28, 1958, of our price increase effective September 3, 1958: 
e Packer’s Super Markets, 25 53d Street, Brooklyn, N.Y. 
find it & Hinhorn’s, Inc., 120 50th Street, Brooklyn, N.Y. 
past A nen Michael’s Fair Mart Food Stores, Inc., 598 McDonald Avenue, Brooklyn, N.Y. 


Conte Super Markets, 577 Grand Street, Brooklyn, N.Y. 

Waldbaum, Inc., 2300 Linden Boulevard, Brooklyn, N.Y. 

Bernstein Bros. Super Markets, 527 Empire Boulevard, Brooklyn, N.Y. 

Trade-More Food Center, Inc., 1620 Ralph Avenue, Brooklyn, N.Y. 

Food King Super Market Corp., 373 Saratoga Avenue, Brooklyn, N.Y. 

The Great Atlantic & Pacific Tea Co., 370 South Boulevard, Bronx, N.Y., 59-10 
Decatur Avenue, Ridgewood, N.Y. 
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Key Food Stores Cooperative, Inc., 663 East 56th Street, Brooklyn, N.Y. 


Italian American Grocer’s Association of Greater New York, Inc., 4600 2d Ave- 
nue, Brooklyn, N.Y. 


Very truly yours, 
JoHN R. REIDEL, Manager. 


GENERAL BAKING Co., 
Long Island, N.Y., September 24, 1958. 
Mr. Scorr: The following is a list of our customers to whom a price list was 
sent notifying them of our recent price increase: 
(1) A. & P., Garden City office. 
(2) Bohack, Brooklyn office. 
(3) Sunrise, Hicksville office. 
(4) Dilbert Big Ben. 
(5) Rollners. 
(6) Doss Markets. 
(7) Hills Markets. 
(8) Food Fair, Queens office. 
(9) Einhorn. 
(10) Associated Food Headquarters. 
(11) King Kullen. 
(12) Peter Reeves. 


W. S. FisHer. 
[Interoffice correspondence] 


GENERAL BAKING Co., 
September 24, 1958. 


To: Mr. James Scott, regional manager. 
File: Bronx plant. 


Dear Mr. Scorr: As per request may we advise that we mailed copies of the 


attached letter to: 


Great A. & P. Tea Co. 
Gristede Bros. 
Daitch-Shopwell 
First National Stores 
Peter Reeves 
Safeway Stores 
Garden Market 
Fedco Markets 


Very truly yours 
; JoHN L. FantTEtui, Manager. 


ITEM 3 
4. The increases in Philadelphia, Pa., of September 1958. 


PHILADELPHIA, Pa., September 24, 1958. 
CoNTROLLER, GENERAL BAKING Co., 


420 Lexington Avenue, New York: 


- 
There are indications that Ward will increase the price of white bread, rye, | 
wheat, and package rolls on Thursday, September 25, 1958. May I have approval | F 


to meet this price increase? 


R. L. RABENSTINE. 
New York, N.Y. 
RUSSELL RABENSTEIN, 
Regional Manager, General Baking Oo., 
1464 Suburban Station Building, Philadelphia: 4 
Answering your telegram of September 24 must have definite evidence of Ward | 
price intentions and specific increases involved. 
8S. L. Lowrc, Controller. 
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PHILADELPHIA, Pa., September 25, 1958. 
Ave- 8. L. Lowic, 
Oontroller, General Baking Co., 
420 Lexington Avenue: 


yer. In answer to your telegram Ward has already moved in this market according 
to reports from the field. Request authorization to meet Ward’s price increases 
effective September 26, 1958, as follows: 1-pound white, $0.0114 ; rye and wheat, 

958. $0.005 ; package rolls (eights), $0.02, brown and serve, $0.02. 

‘ was R. L. RABENSTINE, 


New York, N.Y., September 25, 1958. 
RUSSELL RABENSTINE, 
Regional Manager, General Baking Co., 


Philadelphia: 
Effective September 26 you may adjust your prices as per your telegram today. 
S. L. Lowie. 
PHILADELPHIA, Pa., September 25, 1958. 
8. L. Lowre, 
Controller, General Baking Oo., 
SHER. 420 Lexington Avenue: 


Retail price of Ward’s bread and rolls increased today: White, 2 cents; rye 
and wheat, 1 cent; rolls, 2 cents. Request authorization to meet Ward’s price 
increase effective September 26, 1958, on our home service routes. 


\ R. L. RABENSTINE. 











‘1958. 
New York, N.Y., September 25, 1958. 
“3 of the RUSSELL RABENSTINE, 
= Regional Manager, General Baking Co., 
Philadelphia: 
Effective September 26 you may increase prices on your home service routes as 
per your telegram today. ; 
8S. L. Lowrie. 
SEPTEMBER 24, 1958. 
Mr. L. C. RUSSELL, 
Manager, Philadelphia/North. 
Mr. J. J .GREENWOOp, 
Manager, Philadelphia/South. 
Mr. R. W. Burns, 
weit Manager, Philadelphia/West. 
| Effective Friday, September 26, 1958, the following adjustments shall be made 
F in bread and roll prices in the Philadelphia, Norristown, and Coatesville areas: 
{In cents] 
: Variety — oe eo pe 
24, 1958. F * price price retail price 
' a a ee 19% 21 25 
a se ener cee Doig 31 25 
pread, ry@, — Clubrye_............----------------------------------------- ‘ ‘ : 
IE SAN ON cn cc sencenseuandeuensnnan 20 22 27 
e approval | Sater rons Gs Pieces Wut one pe eee amt ete eee 20 22 27 
Lewin iota: “| Mi 2] & 
RT Locate ccs mee a 194 21 25 
oRK, N.Y. E 
b These prices shall also become effective in the south Jersey area from Borden- 
town east to Lanoka Harbor and south to Cape May. 
¢ Ward >» These price changes will not be extended to the Chester and Wilmington 
Ace 0} markets. 
ontroller. Very truly yours, 


R. L. RABENSTINE. 
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SEPTEMBER 24, 1958. 


AMERICAN STORES Co., 
Philadelphia, Pa. 


GENTLEMEN: Effective Monday, September 29, 1958, the following adjust- 
ments shall be made in bread and roll prices in the Philadelphia, Norristown, 
and Coatesville areas. 

{In cents] 


Present Adjusted Suggested 
retail price 


Frankfurter rolls (8's) -. 
Hamburger rolls (8's) -- 
Brown-and-serve rolls 


These prices shall also become effective in the south Jersey area from Borden- 
town east to Lanoka Harbor and south to Cape May. 
These price changes will not be extended to the Chester and Wilmington 
markets. 
Very truly yours, 
R. L. RABENSTINE. 


SEPTEMBER 24, 1958. 
Foop Fatr Stores, INc., 


Philadelphia, Pa. 
(Attention : Mr. Lawrence H. Ellis). 


GENTLEMEN : Effective Monday, September 29, 1958, the following adjustments 
shall be made in bread and roll prices in the Philadelphia, Norristown, and 
Coatesville areas. 


[In cents} 


Variety Present Adjusted Suggested 
price price retail price 


21 
21 
CD ac redakive <paccoscanyeccsnwasaccacecuewel iinniwnunans 21 


Frankfurter rolls (8's) ..-- 22 
I EE ND 6s sa wecuaicuapakasuawakdunnewodacuuan 22 
Brown-and-serve rolls 26 


These prices shall also become effective in the south Jersey area from Borden- 
town east to Lanka Harbor and south to Cape May. 


These price changes will not be extended to the Chester and Wilmington mar- 
kets. 


Very truly yours, 
R. L. RABENSTINE. 
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SEPTEMBER 25, 1958. 
Safeway Stores, Inc., 


Jersey City, NJ. 
(Attention of Mr. Arthur J. Davis.) 


GENTLEMEN : Effective Monday, September 29, 1958, the following adjustments 
shall be made in bread and roll prices in the Philadelphia and south Jersey 
markets. 

{In cents) 










Variety Present Adjusted Suggested 
price price retail price 




























194 21 25 

20% 21 25 

20% 21 25 

Py Dg | ee ee e 20 22 27 
nO RIE Ca cd, Bile does ccs alice cnn enich diniaaaraioen maaan 20 22 27 
ONG TOUS oda UBccdiccacediccnipianedsuninnnaannad 24 26 33 





Very truly yours, 
R. L. RABENSTINE. 


SEPTEMBER 24, 1958. 
Tue GREAT ATLANTIC & PActFic TEA Co., 
Philadelphia, Pa. 

GENTLEMEN: Effective Monday, September 29, 1958, the following adjust- 
ments shall be made in bread and roll prices in the Philadelphia, Norristown, and 
Coatesville areas: 

[In cents] 






Variety Present Adjusted Suggested 
price price retail price 





















BN ein ni chi cnce tickini Rinmiaes ists aims ns pies ask dak il eed nia eisai toe 
Wheat:.:....- 
CP ORs os cn doune 
Frankfurter rolls (8’s)_...-- 
Hambureer rolls (8’s)_...---- 






















These prices shall also become effective in the south Jersey area from Borden- 
town east to Lanoka Harbor and south to Cape May. 
These price changes will not be extended to the Chester and Wilmington 
markets. 
Very truly yours, 
R. L. RABENSTINE. 


SEPTEMBER 25, 1958. 


New bread and roll prices, Philadelphia area, including Norristown, effective 
Sept. 26, 1958 


[In cents] 









Rye 
Frankfurter rolls (8) and hambrurger rolls (8) 
De MOMPNO TON... sha seasonbaws 
Mrs, Walker’s (1 pound) 
French bread 
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PHILADELPHIA, NortH, September 25, 1958. 
To: Manager—Allentown, Easton, Reading, Trenton. 
(Attention: Office.) 
Effective Friday, September 26, 1958, the plant 100 percent, retail, and A.S.P. 
prices will be changed as follows: 


bh LS 


Line Plant 
No. 100 percent 


100 | Bond, white bread 

101 | Bond, solid 

102 | Bond, long 

103 | Bond, thin sliced 

104 | Bond, thin sliced sandwich---.-.---.-.-.-- 
105 | Bond, no-salt 

191 | Wheat......... 

117 | Club rye 

141 | Frankfurter rolls (8’s) 

145 | Hamburger rolls (8’s)-..-.------------ 
153 | Brown and serve rolls (12’s)..----.-..- 
108 | Mrs. Walker’s (no change on 109)_-..-- 
114 | French 

112 | Bond—cellophane 


This does not change your selling prices but it does change the 100 percent, 
A.S.P. and territorial allowances figures. 
Please be guided accordingly. 


TP) eet 7D et re oe oo et te et et CU lO 


E.S. Carey, Chief Clerk. 
P.S.—Your selling prices will change to the same as plant prices. 


<A 


SEPTEMBER 24, 1958. 


To Messrs. J. Strigle, R. Giguere, R. Brusco, R. Magonigal, J. Donnelly, H. Hall, 
and W. Dobinson. 


The following price increases will be effective with the sales of Friday, Sep- 
tember 26, 1958. 
{In cenis] 


Line Wholesale Retail 
No. 


NN ass hnita nccneemwaaans 
Bond, thin sliced 

Rond, well baked....- 
Bon4, sandwich 

ond, n» salt 

Mrs. Walker 

French . - 


Le 
Hamburger 8’s...... 
Brown and serve... 
Frankfurter 8’s 


J. J. GREEN Woop, Manager. 
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[Interoffice correspondence] 


GENERAL BAKING Co., 

September 25, 1958. 
To: Mr. Stuart M. Lenz, vice president. 
File: Pennsylvania division. 


The following markets in our territory told our salesmen that on Tuesday of 
this week Ward Baking Co. salesmen told them that their prices of baked goods 
would be increased today. 


Szagala, Wayne and Bristol. 

Bessie’s Market, Germantown Avenue and Windrim. 
John’s Market, Gratz and Cayuga. 

Best Market, Front and Dauphin. 

Heller, “A” and Ontario. 

Ben’s Delicatessen, 13th and Dauphin Streets. 
M. McElwee, 60th and Greenway Avenue. 
Sweeney’s Market, 60th and Reinhardt Avenue. 
Kendrick’s Market, 68th and Greenway Avenue. 
Pete’s Market, 52d and Larchwood Avenue. 
Davis Market, 56th and Pine Streets. 

Tony’s Market, 18th and Reed Streets. 
Masson’s Market, 1901 Federal Street. 
Sclarpoti’s Market, 1250 South 21st Street. 
Barment’s Market, 1329 South 21st Street. 
Smith’s Market, 1416 South 20th Street. 

Emil’s Market, Broad and Moore Streets. 
Schwartz Market, 66th and Woodland. 


We are also attaching a copy of the announcement of this price increase by 
Ward to Penn Fruit Co. 
Very truly yours, 


R. L. RABENSTINE. 


SEPTEMBER 25, 1958. 










Granp UnNIon Co., 
Asbury Park, NJ. 
(Attention: Mr. Murray Socolof.) 


GENTLEMEN: Effective Monday, September 29, 1958, the following adjustments 
shall be made in bread and roll prices in the Philadelphia and south Jersey 


market. 
{In cents] 















Variety Present Adjusted Suevested 
price price retail price 








Ee . .. .cadvarnsececscnsncsoentcadiccsdiniebiinnsehashndin’ 19% 21 25 












an 20% 21 25 

SO 99 cov cepegdpaepansadaRalieonbgebaasadabuans 4 20% 21 25 
Frankfurter rolls (8's). ‘ 2n 22 27 
20 22 27 


a a) ; % 33 














Very truly yours, 
R. L. RABENSTINE. 


SepTreMBER 30, 1958. 
Mr. L. C. Russell, manager, Philadelphia, North. 

Mr. J. J. Greenwood, manager, Philadelphia, South. 

Mr. R. W. Burns, manager, Philadelphia, West. 

We have received from A. & P. blanket order No. B-169 for Bond bread to be 
delivered to all stores in metropolitan area of Philadelphia and Pottstown; all 
New Jersey stores from Bordentown south and stores not covered by orders 
Nos. 236, 234, and 235. Deliver to stores 155, 267, and 271, at a cost of 21 cents 
effective September 29, 1958. This voids their orders Nos. 143 and 149. 

Very truly yours, 
R. L. RABENSTINE. 
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SUPPLEMENTARY MATERIAL SUPPLIED BY GENERAL BAKERY CO. 


GENERAL BAKING Co., 
New York, N.Y., July 7, 1959. 
Hon. Estes KEFAUVER, 
Chairman, Senate Subcommittee on Antitrust and Monopoly, Senate Office 
Building, Washington, D.C. 

Deak SENATOR: In accordance with your request during Mr. Hug’s appear- 
ance before your committee last Tuesday, June 30, we are submitting herewith, 
for the record, information with respect to labor costs and new white bread 
plant construction. 

With regard to capital stock in General Baking Co. of Edgar Palmer, we find 
that at the time of his death on January 8, 1943, Mr. Palmer owned 205,000 
shares of our common stock and 300 shares of our preferred stock. Our in- 
formation indicates that these common stock holdings were liquidated by the 
estate of Edgar Palmer with a secondary offering on February 11, 1943, by Mer- 
rill Lynch, Pierce, Fenner & Beane, New York, and associates. According to 
our records, Edgar Palmer never served as an officer or director of our company, 

Also enclosed herewith is corrected copy of Mr. Hug’s testimony. 

Very truly yours, 
WILMER G. WILLIAMS, 
Assistant Vice President. 


SELLING PRIcE INCREASES AND PAYROLL ADJUSTMENTS, NEw YorK City, PHILA- 
DELPHIA, Boston, AND Detroit, 1949-59 


The estimated net revenue from selling price increases since 1949 in New 
York City, Philadelphia, Boston, and Detroit is $38,300,000. In the same span 
of years, increases in wage rates and fringe benefits are estimated at $30,800,000, 
or 80 percent of the revenue increase. 

Details follow : 


Total New York | Philadel- Boston Detroit 
City phia 


Net selling price increases. .......- __|$38, 344, 000 | $8, 905, 000 |$23, 462, 000 | $3, 819, 000 $2, 158, 000 
Wage rate increases, inside 17, 869, 000 4, 073, 000 | 11, 241, 000 1, 398, 000 1, 157, 000 
Wace rate increases, selling. -| 5,926, 000 921,000 | 4,067,000 519, 000 419, 000 
Welfare and pension 5, 378, G00 1, 289, 000 3, 261, 000 576, 000 252, 000 
5-day week (swing men) 1, 636, 000 1, 453, 000 183, 000 

0 SEE ee SS eee — 


1, 828, 000 


7, 736, 000 | 18, 569,000 | 2, 676, 000 


87 79 70 85 


GENERAL BAKING Co. 


New white pan bread plants constructed, 1911 to date 


Location 

Spartanburg, 8.C. 
Richmond, Va. 
Washington, D.C. 

DOES 3) Mase eae Philadelphia, Pa. 

a ake a na i Se Oklahoma City, Okla. 

NI aso orca conresenus niaouns amet cial esRigine Norfolk, Va. 

ail sc as cite taaseceouaanaaaaoneene Wichita, Kans. 

Wis inate tound ame Baltimore, Md. 

hs Aer ho a hae Brooklyn, N.Y." 
Wheeling, W.Va. 
East 144th St., New York City. 
Steubenville, Ohio.” 


1No longer protects white pan bread. 
2 Permanently shut down in 1953. 
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Plants shut down or no longer producing white pan bread, 1911 to date 


Date constructed : Location 
TO sete ate Jersey City, N.J., closed. 
Pesce tesla ate Kansas City, Mo., closed. 
Week OSL, Toledo, Ohio, agency of Detroit. 
SR a ceembadokases Indianapolis, Ind., closed. 
TN ecicsesh cen petabacehe New Haven, Conn., agency of Springfield. 
OGG cittsaalt Ueanes Waterbury, Conn., agency of Springfield. 
SOG oe ke St. Louis, Mo., closed. 
Is ith asked a rca Spartanburg, 8.C., closed ; new land and plant. 
NS ati eerie ee Brooklyn, N.Y., dark bread only. 
Spree i, eee ee ae Roxbury, Mass., closed. 
RS sistas cake ate East 144th St., New York City, closed. 
Sa Sas can ncansaak Omaha, Nebr., closed 
ic Hutchinson, Kans., cake only. 
at esieicanee ots 81st St., New York City, closed. 
Tes ee. . Allentown, Pa., agency of Philadelphia. 
Wee he eo Reading, Pa., agency of Philadelphia. 
Rieke ee hing Kansas City, Mo., closed. 
OM case eh JUS Do. 
it a ee i Washington, D.C., closed; new land and plant. 
Deeee eo eB Philadelphia, Pa., new land and plant. 
eee aise 5s il Norfolk, Va., new land and plant. 
i atksecinten odes Rochester, N.Y., closed. 
RANI as sche ae eee Schenectady, N.Y., closed. 
DORR iis sarees aS, Baltimore, Md., new land and plant. 
Wile oe Ue ees Pittsburgh, Pa., closed. 
BG i ies ees Buffalo, N.Y., closed. 


CORRESPONDENCE RE PRICE CHANGES BY CAMPBELL TAGGART 
ASSOCIATED BAKERIES 


RAInBo BAKING Co., 
Sacramento, Calif., May 28, 1959. 
Mr. Frazor T. EDMONDSON, 
Campbell Taggart Associated Bakeries, Inc., 
Dallas, Tez. 


Dear Frazor: Attached is a copy of a letter from our files which was written 
to Mr. George Erb of the Safeway Stores, Inc., in 1957. This letter outlines 
conditions under which we have sold our products to Safeway since October 7, 
1957. 

To our knowledge, this is the only material in our files as outlined in your 
letter of May 25, 1959. 

Best regards. 

Very truly yours, 
Ratnso BAKING Co., 
By Harry D. SNYDER. 


NOVEMBER 7, 1957. 
Mr. Grorce Erp, 
Safeway Stores, Inc., 
Third and Q Streets, 
Sacramento, Calif. 

Dear Mr. Erp: This is in reference to our discussion in your office on October 
17 concerning our policy of extending a price allowance to certain of our cus- 
tomers, The allowance is 5 percent of the wholesale price of our products, and 
it is granted to chains, both corporate and individually owned, whose purchase 
of our products amount to at least $3,000 per 4-week period. 

Since your account qualifies for this allowance, this is to advise you that we 


» are putting it into effect as of Monday, October 7, 1957, and we will remit to you 


in 4-week periods from that date. The allowance will be granted to all Safeway 


| Stores served from our route trucks operating from both our Sacramento and 
» Chico plants. 


As a matter of explanation, we are now giving this price allowance to eight 
accounts whose volume amounts to 21 percent of our sales to retail store outlets 
exclusive of sales to Safeway Stores. The allowance represents savings realized 
85621—59—pt. 12-39 
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by us in serving stores such as Safeway operates such as the elimination of long- 
term credit and lack of possible credit loss coupled with a large volume of sales, 

We have had the pleasure of serving your stores for many years, and we are 
looking forward to extening this pleasant relationship for many years to come. 
If at any time we can be of further service or if you have any questions at all, 
please do not hesitate to call on us. 

Very truly yours, 
HoMe Bakers, INC., 
By Vern DUFRENE. 


KILPATRICK’S BAKERIES, INC., 
San Francisco, Calif., May 28, 1959. 
Mr. FRrazor T. EDMONDSON, 
Campbell Taggart Associated Bakeries, Inc., 
Dallas, Tex. 


DearR FRazor: Enclosed is our complete file of all correspondence between 
Safeway Stores, Inc. and ourselves, also a copy of the notice of price change 
of June 1958 that was mailed to Safeway Stores, Inc., and other multiple-store 
operators (as indicated on note attached to list) on June 12, 1958. 

We have no other correspondence; memorandums, other written communica- 
tions, or records of oral communications between our employees or between our- 
selves and other manufacturers of bread or other bakery products which relates 
to our increasing the price of bread. 

The Oakland plant has no information on this matter whatever. 

Very truly yours, 
Haroip W. KILPATRICK. 


FeBruary 7, 1957. | 
SAFEWAY SrorEs INC., | 


San Francisco, Calif. 
(Attention: Quentin Reynolds, division manager). 


GENTLEMAN: Recently we have adopted a policy of extending a discount to 
certain of our customers whose purchases are made under such circumstances 
and in sufficient quantities to justify it. 

Your account qualifies for this discount, so we are making it effective as of 
Monday, December 31, 1956. It will amount to 5 percent of the wholesale price 
of all bakery products we sell directly to your stores from our delivery trucks. 

Accordingly we are enclosing our checks for 5-percent discount on sales made 
to your stores during the 4-week period ending January 26, 1957, as follows: 


Invoiced amount, | Amount of 
Division sold to— 4 weeks ending discount 
Jan. 26 at 5 percent 


San Francisco $6, 305. 78 


5, 839. 61 
Sacramento 2, 053. 37 


Subsequent payments of this 5 percent discount will be made periodically 
covering your purchases from us, through the last Saturday of each month. 5 
We are most appreciative of the distribution afforded our products throug) 
Safeway Stores outlets and look forward to a continuance of future good business) 

relationships. 
Very truly yours, 


By , President. 


SAFEWAY Stores, INC., 
San Francisco, Calif., February 28, 1957. 
KILPATRICK’S BAKERY, 
San Francisco, Calif. 
(Attention of Mr. Harold W. Kilpatrick, president. ) 


Dear Sirs: Thank you for your letter of February 7, 1957, advising that effec 
tive as of December 31, 1956, you are extending a discount to certain customer), 
whose purchases are made under such circumstances and in sufficient quantiti 
to justify it. 
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In accordance with our company’s established procedure, we are submitting 
this discount to our administrative office for legal and administrative review and 
consideration. Before doing so, we would like to receive the additional informa- 
tion requested below : 

(1) Please specify the quantities we are required to purchase in order to 
qualify for the 5 percent discount. 

(2) Does the discount exceed permissible cost savings? By “permissible cost 
savings,” we mean savings you realize in your costs of sale or delivery (excluding 
any savings on brokerage or brokerage expense) due to differences in the methods 
or quantities in which you sell and deliver to us, as compared to those of your 
customers who do not receive the discount. 

(3) Please describe in detail each factor on which you realize permissible cost 
savings, and show the amount of your savings on each such factor. 

(4) Does the 5 percent discount include or reflect any allowance or discount 
for or in lieu of brokerage? 

(5) Is the discount received by any customers other than corporate chains? 

(6) Please let us know the number of your other customers who are receiving 
the discount, and state the approximate percentage of your total volume of sales 
represented by your sales to such other customers. 

(7) Is the 5 percent discount offered and made available to all your customers 
on the same terms and conditions? 

With regard to points (2) and (3) above, we would like to state that in our 
opinion any savings you may realize due to differences in quantities (as dis- 
tinguished from differences in methods) of sale and delivery should be restricted 
to those resulting from the quantities in which you make single deliveries to 
each of our retail stores, and should not include any savings you might realize 
due to the aggregate quantity of deliveries to our retail stores. 

Please reply to this letter in duplicate, so we can send a copy to our adminis- 
trative office. 

Very truly yours, 


ADMINISTERED PRICES 


L. R. Mauro, 
Grocery Supply Manager. 


Makrc# 1, 1957. 

Dgak Frazor: I am sending this to your home address just so it will get your 
very personal attention. 

The checks were not returned to us along with their reply. 

I contacted Mr. Reynolds, after a Rotary luncheon a week ago, and he said 
“The Langendorf matter is in legal and when a pattern is established I’ll let you 
know what it is.” 

I expect to see him next Tuesday, at which time I’ll inquire what progress has 
been made. 

The questions brought up by Mr. Mauro in his letter will require quite com- 
prehensive answers. 

After you have had a chance to digest his letter I will contact you. 

With kindest personal regards, I am, 

Very truly yours, 
Harotp W. KILPatrick. 






CAMPBELL TAGGART ASSOCIATED BAKERIES, INC., 
Dallas, Tew., April 2, 1957. 
Re Safeway Stores, Inc. 
_ Mr. Harotp KILpPatrick, 
Kilpatrick’s Bakeries, Inc., 
| San Francisco, Calif. 
_ Dear Harorp: As you know, I have been gone from the office for the past 10 
_ days while attending the Florida meetings. 
I am wondering if there have been any further developments in this Safeway 
: matter during the time that I was away. Drop mea line on it. 
With kindest regards I am, 
Very truly yours, 
Frazor T. EpMONDSON. 
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Apri 4, 1957. 
SAFEWAY SrTorEs, INC., 


San Francisco, Calif. 
(Attention of Mr. L. R. Mauro.) 


GENTLEMEN: Referring to your letter of February 28, pertaining to the dis- 
count allowance of 5 percent which we are granting to customers in certain 
instances. 

This discount is being granted to corporated or individually owned chains 
that purchase our products in an amount of $750 or more per week. 

There are cost savings effected, as sales per unit to such stores as Safeway 
operates are considerably greater than those of the average account. Also stale 
losses are less because of greater and more rapid turnover of the products. 
Other costs are reduced through our not having to provide any form of display 
fixture to Safeway Stores, and also because of the fact that we do not have the 
cost of “long credit” and resultant possible credit losses. 

The 5-percent allowance does not include, or reflect, any form of brokerage 
allowance. 

The discount is given to individually owned chains, as well as corporate chains, 

At present the discount is being granted to a total of 31 accounts, and the 
volume on which we are giving this allowance amounts to approximately 22 
percent of our business in the “sales to retail outlets” category. The above per- 
centage is exclusive of Safeway Stores business. 

We trust that the above will answer questions regarding our discount policy. 

Very truly yours, 
By 


KILPATRICK’S BAKERIES, INC. 


Apert 10, 1957. 
Re Safeway Stores, Inc. 
Mr. FrAzor T. EDMONDSON, 
Campbell Taggart Bakeries, Ino., 
Dallas, Teo. 


Dear Frazor: We have not yet had any formal acceptance from Safeway on 
the subject that we have up with them. 

However, we have just been advised that we are to service, on a direct-delivery 
basis, their new supermarket which is to open shortly on the Peninsula. From 
this we judge that we are in their good graces. 

As soon as I hear anything definite from them I will advise you. 

With kindest regards, I am, ° 

Very truly yours, 
Harorp W. KILPATRICK. 


CoLonrAL BAKING Co., 

St. Louis, Mo., June 1, 1959. 
Mr. Frazor T. EDMONDSON, 
Campbell Taggart Associated Bakeries, Inc., 
Dallas, Tew. 


DEAR FRazor: We trust the enclosed is the complete information you requested 
under item No. 1 of your letter of May 25. Item 1 is the only subject that we 
have any information requested in your letter. 

We thought it of sufficient importance to make exact copies from our files, 
consequently we used a copying machine. 

Very truly yours, 
W. H. WILLIAMS. 
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COOPERATIVE ADVERTISING AGREEMEN 


A LE t 


NATIONAL FOOD STORES, INC. 


1106 Central Industrial Drive St. Louis 10, Mo. Phone = MOhawk 14-2850 
Thie Agreement is entered into between National Food Stores, St. Louis Braneh, , 
represented ~~, Mr. i i » hereinafter known as National, and 


> hereinafter known as the Company, 


This agreement is availabie on an equal basis to all manufacturers, distributors, or brokers 
having a complete or pa: .ial distribution of their products in National Foods Stores Inc., 
according to srecific serv'-* cutlined herewith, National accepts the Company's offer of 
tocperavive advertising and a 42 nerforvn the advertising services as iniicated below. 

* SCHEDULE fcr week desired, 





Rt aset nnn ae is cffered cne week's promotion 


on ce ‘ as indicated in the above 
echetels tne! inclu ing the fol lowing media and 


WIWDOW POST services: i: to be s:lected later. 


- RS a. 
WALL BAWNZIFS —RADIO NEWSPAPER ADVERTISING 
Week Ena Schedule 
SALES PROMOTICN BULLETIN 
SHELF PRICE MARKER 
STORE DISPLAY [! Full End 
C7 Dump 


AND TW ARE AVAILABLE 


PRICES UPON REQUEST. 


one eae ene nneane 


This contract may be cancelled by 
either party, upon thirty day's 


if] Other 
Mat iJ Yes 
I2 No 
Proveotion 


written notice, Remarks :1 nantl 8 10% 3519.00 


New spaner ad - 10.2.0 

Amount rotal FO. 
3 Prowtions @ J610.L0F -.290.% 
Manufacturer: j 


see er ehaneavear 
Accepted by National Food Stores, Inc. 


Name of Product. 


Approved by: LG Zpteatisman lor 
4 


; a 7. 198S 


Sand evidence of Sales Promotion 
and Advertising Service t=: 
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NATIONAL FOOD STORZS, INC, 


1106 Central Industrial Drive 


St. Louis 10, Mo. 


Phone = MOhawk l.-2650 


Thies Agreement is entered into between National Food Stores, St. Louis Branch, 
represented by Mr. set Malt » hereinafter known as National, and 
ereinafter known as the Company, 


This agreement is available on an equal basis to all manufacturers, distributors, or brokers 


having « complete or pa: .ial distribution of their products in National Foods Store 


Ince, 


8 

according to snacific servi-e: outlined herewith. National accepts the Company's offer of 

sooperavive advertising aud agzse> 4.2 nerfomn the advertising services as iniicated below. 
: cc" SCHEDULE fcr week desired, 


sieisedl idealised ta eee 
sscitellinadlllla aac eeniilipdidbiaaseandiaieeiealintie’ 
1 casilieeistiianiaibivdied 


ee enre 


WINDOW POSTERS «- 
AALL BANNZES sRACI ID 
AND T ARE AVAILABLE - 
PRICES UPON REQUEST, 
one ee eee heeo eat 
This contract may be cancelled by 
either party, upon thirty day's 
written notice, 


een eveeee cesar 


Accepted by National Food Stores, Inc, 


ie 
ais eae 
DATS: Cie geret 2 O8S 


Send evidence of Sales Promotion 
and Advertising Service to: 


Company is offered one week's promotion 


on Sqlpnial Breed °° indicated in the above 
sch cluding the following media and 


services: 


1. WEWSPAPER ADVERTISING 
Week End Schedule 
26 SALES PROMOTICN BULLETIN 
3. SHELF PRICE MARKFR 
4. STORE DISPLAY [J Full End 
[1 Dump 
Qi Other 
5. Mat [J Yes 
12 No 


kemarks $3 stores @ $10.00 $530.00 
Newspaper Ad 


3Promotion @ $630.00 a 
Manufacturer: Cevenia) arasd 


Name of Product: 


Approved by: - apes c 2 2 ai us’ 
huwremt, earned 13 ending Aug. 2. 


233 - 


Amount, 


Amount due prev. quarter 
Amount due Colonial $115.08~ 
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NATIONAL FOOD STORES, INC. 
1106 Central Industrial Drive St. Louis 10, Mo. Phone = MOhawk 4-2850 


This Agreement is entered into between National Food Stores, St. Louis Branch, 
represented by Mr. » hereinafter known as Wational, and 
Mr. W.H. Williams hereinafter known as the Company. 
This agreement is available on an equal basis to all manufacturers, distributors, or brokers 
having a complete or parcial distribution of their products in National Foods Stores, Inc., 
according to svecific servire- outlined herewith, National accepts the Company's offer of 


cooperative advertising and wr to perform the advertising services as indicated below. 
< SCHEDULE for week desired, 


i dinnailiseodinaead seed lillie 
cal Setieenetinaac 


ee eee HEHE Company is offered one week's promotion 


as indicated in the above 
echadals including the following media and 
WINDOW POSTERS «= » services: 


WALL BANNERS --RADIO 1. NEWSPAPER AOVERTISING 
Weex End Schedule 
AND TW ARE AVAILABLE «= 2. SALES PROMOTION BULLETIN 
3. SHELF PRICE MARKFR 
PRICES UPON REQUEST. lk. STORE DISPLAY [ Full End 
[7 Dump 
ae ee eeeeenneane t] Other 
5. Mat iJ Yes 
This contract may be cancelled by iz’ No 


either party, upon thirty day's 55 stores @ 310.00 $550.00 
written notice. Remarks Newspaper Ad 00.00 


+e RHE HEH HH Amount 2 Promotions $1300.00 : 


Accepted by National Food Stores, Inc. Manufacturer: Colonial read 


Name of Product: 
ae ~ 
ee nest CF Approved by: 
Sales Aug. 
DATE: 3 


ous Qu 


Send evidence of Sales Promotion 
and Advertising Service to: , Amount Due Wat’ onaT 30023 
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NATIONAL FOOD STORES, INC. 
Central Industrial Drive St. Louis 10, Mo. Phone - MOhawk -2850 


This Agreement is entered into between National Food Stores, St. Louis Branch, 
represented by Mr, Het Malt , hereinafter known as National, and 
Mre Wel, Williems » hereinafter known as the Company. 


Tr. greement is available on an equal basis to all mamfacturers, distributors, or brokers 

he "a complete or partial distribution cf their products in National Foods Stores. Ince, 

ac ing to specific services outlined herewith, National accepts the Compmy's cffer of 

comcrative advertising and agrees to perform the advertising services as indicated below, 
CHECK SCHEDULE for week desired. 


ec eee erent e Company is offered one week's promotion 
on Colemial Bread as indicated in the above 
WINDOW POSTERS ~~ schedule including the following media and 
services. 
WALL BANNERS --RADIO 
ie NEWSPAPER ADVERTISING 
AND TV ARE AVAILABLE «-- Weed End Schedule 
Ze SALES PROMOTION BULLETIN 
PRICES UPON REQUEST. 3e SHELF PRICE MARKER 
QR. STORE DISPLAY Pull End 
ee en ueen une ee vamp 
———Ot her 
This contract may be cancelled by S. Mat Yes 
either party, upon thirty day's 
written notice. 


No 
Remarks Hearse $, ft0.00 $540. 
Ce EH HH HH epaper 


Amount : 
Accepted by National Food Stores, Inc. 3 Promotions @ $640.00: $1920.00 
Mamfacturer: Colemia] Baking Co, 


~ i Name of Prodict: Colenial Bre:d 


Approved ts 
° 


DATE: fob. 19, 1959 Sales Hov, 1 thru Dee, 
“~ amoent Due Nationa from Previous quarter 


Send evidance of Sales Promotion 3 ——— 
and Advertising Service tc: mower, Netional 
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Aueust 6, 1958. 










































NATIONAL Foop STorgs, INc., 
St. Louis, Mo. 
(Attention of Mr. Nat Malt.) 


GENTLEMEN : The following amount represents the sales for the 13-week period 
ending August 2, 1958: 

Total sales, $54,044.39. 

We are availing you a $1,621.33 allowance for the next 13-week period ending 
November 1, 1958. You may, at the completion of this period, present your 
invoice for payment for the amount indicated. 

Yours very truly, 


Pau. BE. MASTIN. 





NOVEMBER 20, 1958. 
Subject: Cooperative advertising and promotional program period ending 








: 4-2850 November 1, 1958. 
: NATIONAL Foop Stores, INc., 
al Food Center Division, 

St. Louis, Mo. 
‘ (Attention: Mr. Nat Malt.) 
ia GENTLEMEN : This is to advise that the next 13-week period ending February 7, 
of 1959, you have an accumulated allowance of $1,645.31 for the period ending 
OWe November 1, 1958, on purchases of $54,843.55. 

Yours very truly, 
CoLoNIAL BAKING Co., 
By Paut E. Mastin. 
FEBRUARY 13, 1959. 
Subject : Cooperative advertising and promotional program period ending Janu- 
ary 31, 1959. 

NATIONAL Foop Srores, INc., 

Food Center Division, St. Louis, Mo. 

(Attention: Mr. Nat Malt). 

GENTLEMEN: This is to advise that the next 13-week period ending May 2, 

ogee 1959, you have an accumulated allowance of $1,736.96 for the period ending 
aan January 31, 1959, on purchases of $57,898.70. 


Yours very truly, 
CoLoNIAL BAkrine Co., 
By Paut E. Mastin. 






May 14, 1959. 

Subject : Cooperative advertising and promotional program period ending May 2, 
1959. 

NATIONAL Foop Stores, INc., 

Food Center Division, St. Louis, Mo. 

(Attention: Mr. Nat Malt). 


GENTLEMEN: This is to advise that the next 13-week period ending August 1, 


1.920 00 1959, you have an accumulated allowance of $1,676.48 for the period ending 
May 2, 1959, on purchases of $55,880.92. 

Os ____ Yours very truly, 

a 


COLONIAL BAKING Co., 
By Paut E. MAstIN. 


Aveust 13, 1958. 







Subject: Cooperative advertising. 

ATLANTIC & Paciric TEA Co., 

St. Louis, Mo. 

(Attention: Mr. D. R. Nelson. This is a duplicate of a letter presented to your 
office of May 16 by William R. Palmer and Robert C. Livingston. ) 

Dear Mr. NELSON: We hereby offer the opportunity to participate in our co- 
operative advertising promotion program. ‘The program to last for a period of 
13 weeks from date of agreement, unless renewed by both parties. With the 
right of cancellation at any time by either party upon 30-day notice. 
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Our advertising and promotion program is subject to performance of the fol- 
lowing condition. The customer will promote the availability of Colonial prod- 
ucts at the customer stores. 

In consideration thereof, the Colonial Baking Co. of St. Louis agrees to reim- 
burse the customer at the end of the 13-week period at the rate of 3 percent of 
the customer’s net sales. 

This program to be effective May 19, 1958. Payments to be made upon receipt 
of your invoice at the close of each 13-week period. 

We warrant to the customer that the advertising and promotion allowances 
herein covered are available on proportionately equal terms to all customers 
of the Colonial Baking Co. of St. Louis in the area serviced by the stores of 
the customers of St. Louis. 

Respectfully yours, 
CoLONIAL BAKING Co. or St. Lous, Mo., 
Wo. R. Patmour, Assistant Manager. 


(Handwritten note: “Not accepted.” ) 


May 27, 1958. 
Rapp-BETTENDORF DIVISION, 


A. C. F. Wrigley Stores, Inc., 
St. Louis, Mo. 
(Attention: Mr. Gerald Rapp). 


GENTLEMEN: We are enclosing two copies of our cooperative advertising and 
promotion agreement. Please sign and return one copy for our files. 

This agreement is based upon 3 percent of your purchases of Colonial products 
for the 13-week period ending April 26, 1958. The total sum available for the 
current period is $2,208.66, at the close of the period ending August 2, 1958, you 
may present us with your itemized statement not to exceed $2,208.66. In the 
event your expenditures are less than the above amount, we will add this balance 
to your account for the succeeding period beginning August 4, 1958. 

We will advise you at that time the amount accumulated for the period end- 
ing August 2. 

If there are any further questions, please call us at any time. 

Sincerely yours, 


W. H. WILiaMs. 
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COOPERATIVE ADVERTISING & PROMOTION AGREEMENT 


The BAKERY, COLOMTAL BAKING COMPANY OF ST. LOUIS, MO. , located 
ia ue » phone_ WU, 1-0600 


app-settendor sion » owned or cper- 
ated, by Ft Ltr. Wrigley Stores Inc. » with office 
located at re rege ast: » phone 

Agree for stores located: 


RAPP*BETTENDORF STORES 
In the St. Louis Area 


to participate in the BAKERY'S Cooperative Advertising & Promotion 
Program, and CUSTOMER agrees to advertise and promote the BAKERY'S 
product in the manner and for the times checked 


Jan.Pebd.Mar.Apr.May.Jun.Jul.Aug.Sep.O0ct .Nov.Dec. 
1. Newspaper 
- Radio 
q' Fev 
» Bulletins 
» Shelf Markers 
» Window Posters * 
» Wall Banners 
« Sore Display 
(preferential & 
adequate space) 
9. Other (specify) 


At the end of each 13 week period, CUSTOMER may claim re- 
imbursement for such advertising expenditures required above by in- 
voicing BAKERY, but BAKERY'S duty to reimburse shall not exceed 


er ° Amounts due not to be deducted from 
CUSTOMER'S remittance to BAKERY). iam 


This agreement may be terminated by either party upon 30 day's 
written notice, 


BAKERY warrants to CUSTOMER that the advertising allowances 
covered are available on proportionately equal terms to all customers 
of BAKERY in area covered by stores of CUSTOMER, 


Accepted! 
COLONIAL BAKING COMPANY 


Title Cem ~President 
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August 6, 1958. 
BETTENDORF-RAPP, 
A. 0. F. Wrigley Division, 
St. Louis, Mo. 
(Attention of Mr. Jerry Rapp). 
GENTLEMEN: The following amounts represent the sales for the 13-week pe- 
riod ending August 2, 1958. 


$32, 561. 90 
40, 934. 65 


73, 496. 55 


We are availing you of $2,204.90 allowance for the next 13-week period end- 
ing November 1, 1958. You may at the completion of this period present your 
invoice for payment for the amount indicated. 

Yours very truly, 
PAUL E. MASTIN. 


NOVEMBER 20, 1958. 


Subject: Cooperative advertising and promotional program, period ending 
November 1, 1958. 

BETTERDORF-RApPP, 

Division A.C.F. Wrigley, 

St. Louis, Mo. 

GENTLEMEN: This is to advise that the next 13-week period ending February 
7, 1959, you have an accumulated allowance of $2,400.69 for the period ending 
November 1, 1958, on purchases of $80,023.05. At the expiration of this date you 
may invoice us for the above amount. 

Your allowance of $2,204.90 is now due for the period ending November 1, 
for which you may invoice us at your earliest convenience. 

Yours very truly, 
CoLONIAL BAKING Co., 
By Pau. E. MASTIN. 


FEBRUARY 12, 1959. 
Subject: Cooperative advertising and promotional program, period ending Jan- 
uary 31, 1959. 

BETTENDORF-RAPP, 
Division A.C.F. Wrigley, 
St. Louis, Mo. 

GENTLEMEN: This is to advise that the next 13-week period ending May 2, 
1959, you have an accumulated allowance of $3,071.59 for the period ending Jan- 
uary 31, 1959, on purchases of $102,386.24. At the expiration of the next 13-week 
period ending May 2, you may invoice us for the above amount. 

Your allowance of $2,400.69 is now due for the period ending November 1, for 
which you may invoice us at your earliest convenience. 

Yours very truly, 


CoLONIAL BAKING Co., 
By Pavut E. MASTIN. 


May 14, 1959. 
ae a a yeeetee advertising and promotional program, period ending May 
2, LYOU. 
BETTENDORF-RAPP, 
Division A.C.F. Wrigley, 
St. Louis, Mo. 


GENTLEMEN : This is to advise that the next 13-week period ending August 1, 
1959, you have an accumulated allowance of $2,922.07 for the period ending 
May 2, 1959, on purchases of $97,402.23. At the expiration of the next 13-week 
period ending August 1, you may invoice us for the above amount. 

Your allowance of $3,071.59 is now due for the period ending January 31, 
1959, for which you may invoice us at your earliest convenience. 

Yours very truly, 
COLONIAL BAKING Co., 
By Pau E. Mastin. 
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- May 16, 1958. 
Subject: Cooperative advertising. 

KRrocer SUPER MARKETS, 
St. Louis, Mo. 

k pe- (Attention of H. T. Whitmire, grocery promoter. ) 

GENTLEMEN: We hereby offer the opportunity to participate in our coopera- 
tive advertising and promotion program. The program to last for a period of 

61. 90 13 weeks from date of agreement, unless renewed by both parties. With the 

34, 69 right of cancellation at any time by either party upon 30 days’ notice. 

we Our advertising and promotion program is subject to the performance of the 

96. 50 following condition. The customer will promote the availability of Colonial 

i end- products at, the customer stores. : 

, your In consideration thereof, the Colonial Baking Co. of St. Louis, agrees to reim- 
burse the customer at the end of the 13-week period at the rate of 3 percent of the 
customer’s net sales. 

TIN. This program to be effective May 19, 1958. Payments to be made upon receipt 
of your invoice at the close of each 13-week period. 

958. We warrant to the customer that the advertising and promotion allowances 

ending herein covered are available on proportionately equal terms to all customers of 
the Colonial Baking Co. in the area serviced by the stores of the customers 
of St. Louis. 

Respectfully yours, 
CoLONIAL BAKING Co. or St. Louis, Mo., 
Wo. R. PALMER, Assistant Manager. 
bruary 

ending 

ite you AvucustT 20, 1958. 
Subject : Cooperative advertising and promotional program, period ending August 

nber 1, 16, 1958. 

KroGer SUPER MARKETS, 
St. Louis, Mo. 

a Co., (Attention of H. T. Whitmire, grocery promoter. ) 

GENTLEMEN: This is to advise that you have earned for the period ending 

1959. August 16, 1958, an advertising and promotional allowance of $527.77 based on 

ing Jan- sales of $17,592.49. . 

You may invoice us for the above amount at your earliest convenience. 
Yours very truly, 
CoLoNnIAL BAKING Co., 
By Pavut E. MastTInN. 
May 2, NOVEMBER 20, 1958. 
ing Jan- Subject: Cooperative advertising and promotional program, period ending No- 

13-week vember 1, 1958. 

Krocrer SUPER MARKETS, 
er 1, for St. Louis, Mo. 

(Attention of H. T. Whitmire, grocery promoter. ) 
<a CO GENTLEMEN: This is to advise that you have earned for the period ending 
. ae November 1, 1958, an advertising and promotional allowance of $574.04 based 
7 on sales of $19,134.72. 
4, 1959. You may invoice us for the above amount at your earliest convenience. 
jing May Yours very truly, 


COLONIAL BAKING Co., 
By Paut E. Mastin. 






FEBRUARY 23, 1959. 


Subject: Cooperative advertising and promotional program, period ending Feb- 
ruary 14, 1959. 


Kroger SUPER MARKETS, 


August 1, 
yd ending 













t 13-week 8t. Louis, Mo. 
1 (Attention of H. T. Whitmire, grocery promoter. ) 
inuary 31, GENTLEMEN: This is to advise that you have earned for the period ending 
February 14, 1959, an advertising and promotional allowance of $728.89 based 
— *n sales of $24,296.34. 
8 ; You may invoice us for the above amount at your earliest convenience. 


Yours very truly, 


CoLONIAL BAKING Co., 
By Paut E. Mastin. 


G0 A OTR G9 bo 
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May 21, 1959. 


Subject: Cooperative advertising and promotional program, period ending May 


16, 1959. 


Krocer SuPER MARKETS, 
St. Louis, Mo. 


(Attention H. T. Whitmire, grocery promoter). 


GENTLEMEN: This is to advise that you have earned for the period ending 
May 16, 1959, an advertising and promotional allowance of $813.66 based on 


sales of $27,121.86. 


You may invoice us for the above amount at your earliest convenience. 
Yours very truly, 

CoLoNIAL BAxrne Co., 

By Paut EB. Mastin. 


WILLIAMSON-KAHN’S CORRESPONDENCE BY CAMPBELL TAGGART 


KAHN’s BAKING Co., 
El Paso, Tewv., January 29, 1958. 


Dear CustoMER: Due to the constant price advancements of raw materials 
labor, and delivery cost throughout the past year, we are forced to increase the 


wholesale prices on the following items: 


2: NOPE REID NODE GR SOON oh oe oe nr enwaeaenes 

ILS RINE, «0, I a is ee a sree iar oie 20 
INI 5 IIR 2 ahaa Saas si een 20 

i RI IRIN: SOPRA, CR ag acne caigueb es jit ang pvc abs anmeeaenakip 20 
Holsum, and Town Talk bread (114 pounds) ~-----_--_-_--_.-_-------.. 
SESS SR IINIE 0  h 2cce imlecani aie 19 
AONE PORE. CL BONED Sic ice cmccncamimannunnnancboale tae oubes 28 


Hamburger buns and hot dog buns (8 to package) -__.____--__--__-____._ 24 


These new prices to become effective on Wednesday, February 12, 1958. 
Thanking you for your kind consideration, I remain, 

Yours very truly, 
Karu WALLACE. 


KAHwn’s BAKING Co., 
El Paso, Tevr., January 29, 1958. 


Dear Customer: Due to constant price advancements of raw materials, labor, 
‘and delivery cost throughout the past year, we are forced to increase the whole- 


sale prices on the following items: 





S O90 5 SOU Go ns 


These new prices to become effective on Wednesday, February 12, 1958. 


Thanking you for your kind consideration, I remain, 


Yours very truly, 
Kart WALLACE. 


RAINBO BAKING Co., 
El Paso, Tew., February 6, 1958. 


GENTLEMEN : We have been notified by one of our local competitors that they 
plan to change some of their wholesale bread prices effective on Wednesday 


February 12, 1958. 






















2-pound pullman bread, white or whole wheat_____----.---.--~-~--~.. 35 
. 214-pound pullman bread, white or whole wheat__--_.--_------_~----... 40 
EON TO BRENIG so oe ples 9 ere ee Re epaReeseee 32 
IIIT 906 ON i oe oii rane ae ani anagem ne ammp eae screener 42 
EOE TIERS “0 a a resngraiemcr magainiatpage ema enes 19 
Bremen Lous, Tear SINS (Per GUSen ) on na ace cowna dep prebeanars 40 
; WSR 0a; SG ee (er GONG) 6g aon pen icniee ea teeseneeesenee 27 
Be RENNIN <e RAE MOTD a oo aS i fin cee inn sc as li gio mre at kpc hae eb pom 45 
. Hamburger buns and hot dog buns, regular size (6 to package) _.--__--_-_ 17 
| Bamburger; Dung, latge size (6 to package) .........-..-.--.......... 22 
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If this happens we will meet their price: however, we will only have four 
items that will be affected by this change as follows: 

All 14%-pound bread will be 26 cents. 

All buns and hotdogs (8 to package) will be 24 cents. 

All 1 pound weat will be 20 cents wholesale. 

All other Rainbo products will remain the same wholesale price to you. 


These price changes will become effective only after our competitor has made 
his announced changes. 


Yours very truly, 
CLAUDE WILLIAMSON. 


KAHN’S BAKING Co., 


El Paso, August 25, 1958. 
RaInBo BAKING Co., 


El Paso, Tea. 


GENTLEMEN : This is to notify you that effective August 26, 1958, we at Kahn’s 
Baking Co. have decided to reduce the wholesale price of the 144-pound bread 
from 26 cents to 25 cents, and the 2-pound bread from 35 cents to 34 cents, 

We are happy to pass this saving on to our customers at this time. 

Yours very truly, 


KARL WALLACE. 


SUPPLEMENTARY MATERIAL BY CAMPBELL TAGGART 


CAMPBELL TAGGART ASSOCIATED BAKERIES, INC., 


Dallas, Tew., July 8, 1959. 
Dr. JoHN M. BLAIR, 


Subcommittee on Antitrust and Monopoly of the Committee on the Judiciary, 
2226 New Senate Office Building, Washington, D.C. 


Deak Dr. Biarr: Just after my appearance before your subcommittee on 
July 2 you will recall that you, Dr. Measday and I had a short conference during 
which you asked for the submission of certain supplementary data. 

Enclosed you will find the following : 

1. A statement showing the baked-out weight and wholesale price of the 
principal selling loaf marketed by the Sheely Baking Co. of Emporia, Kans., 
during September 1958, also giving the net profit after tax made by that com- 
pany during its 10th period of operations in 1958, 

2. A statement showing the net profit after taxes and percentage of profit to 
sales for the Sheeley Baking Co. of Emporia, Kans., the Betts Baking Co. of 
Hutchinson, Kans., and Rainbo Baking Co. of Wichita, Kans., for the 4-week 
period ending October 4, 1958. 

3. Correspondence between our controller, C. B. Lane, and Garland N. Long, 
the president of Rainbo Bakers, Inc., of Pueblo, Colo. This particular exhibit 
is being submitted in response to the request made by the committee for a 
sample of the manner in which our cost accounting department assists the 
heads of our operating subsidiary companies in determining prices at which 
products should be sold. I respectfully call your attention to the fact that this 
is an advisory service and nothing contained in Mr. Lane’s letter is in any 
way to be construed as a directive as to what Mr. Long’s actual selling price 
should be. In this particular instance, you can see that Mr. Long was con- 
templating adding a sour dough french bread to his production but before making 
a final decision he wanted to find out what his cost would be and the selling 
price that he would have to get in order to make a reasonable profit. There was 
no letter of inquiry from Mr. Long—he requested this information during a 
long-distance phone call with Mr. Hazelrig. My understanding was that the 
committee wanted to see a sample of how this procedure works and I believe 
this is as good a one as we ean supply. 

4. This statement shows the baked-out weights and wholesale prices in effect 
in our affiliated companies in Memphis, Jackson, Chattanooga, and Nashville, 
Tenn., as of September 1, 1958. 

5. This is the price tabulation on per pound baked-out basis as of September 
8, 1958, for all of the bakeries in our group. The plant in Augusta, Ga., turns 
out to have the media figure of 100. 

6. A list of the directorates of each subsidiary company and also of Campbell 
Taggart Associated Bakeries, Inc. (we have some new bakeries recently pur- 
chased from the Grocers Baking Co. which are not shown on this list since the 
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new corporations are still in what might be called the organizational process). 

I am unable to cite any specific instances during the last few years where one 
of our subsidiary companies failed to meet a competitor’s price increase with 
the result that such increase had to be rescinded. This was a point upon which 
there was quite a bit of discussion during the hearing. My associates here in 
Dallas do not keep in close contact with all price changes in the bakeries, par- 
ticularly where they might be made in a small portion of a market area as dis- 
tinguished from a change that a bakery might be making over its entire terri- 
tory. As I think the testimony of several of the witnesses demonstrated, it is 
possible for one bakery to make a price change in part of its market in order 
to meet local competition while at the same time maintaining a prior price else- 
where. Of course, one reason that we may not be able to supply any actual 
case histories where our bakeries have refused to go up after competition 
has increased prices is because there have been very few instances of that 
type. During the last several years overall costs have been steadily increasing 
so that additions to our wholesale prices have been both warranted and needed. 

I hope, Dr. Blair, that this will supply the additional information requested. 
I realize that the notes that I took might not be complete or that I might have 
misunderstood just what was wanted. If this should prove to be true please 
let me know and we will try to make up the deficiencies. 

Thanking you, Dr. Measday and the members of your staff for the courtesies 
extended in Washington I am, 

Very truly yours, 


















Frazor T. EDMONDSON. 






P.S.—Each of the enclosed data sheets are in duplicate. 


Sheeley Baking Co., Emporia, Kans. 










Baked out Wholesale Price per 
weight, price pound, baked 
ounces out weight 
















16 $0. 13 $0. 1300 
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The Sheeley Baking Co., Emporia, Kans., made $3,561.03. net profit after .taxes 
during the tenth period of 1958. (This period covers the 4 weeks’ operations 
from September 7, 1958, to October 4, 1958.) This was an average and normal 
period profit realized from this plant during the year 1958. 

This special loaf shown above, although it was the largest selling loaf, was 
only 17.60 percent of the total dollar production for this period of operation. 









Emporia, Hutchinson, and Wichita, Kans.—Net profit after tawes and percent to 
sales, 4-week period ending Oct. 4, 1958 







Net profit after taxes 





















Amount Percent to 
sales 









Bhrostow Baktine Oo. Baerie, TAG seen ns ick cdcciscn cidnnn de ccwenndccnccuns $3, 561. 03 3. 68 
re re oe) en Pe... opudeapenmbenedouraccnoaunanne 15, 438. 26 8.05 
Peainhd Baleong Co.; Wine eee. eo cc ieee 5, 579. 49 3.84 








Notr.—The above figures represent net profit after taxes and percent to sales for the 
4-week period operation ending Oct. 4, 1958. As a matter of information, the profit shown 
above was normal and average for the Emporia and Wichita plants but higher than average 
for the Hutchinson plant. 
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cess). RAINBO BAKERS, INC., PUEBLO, CoLo. 
re one q r , 
> with Sourdough I’rench bread: Scaling weight, 19 ounces ; price, 24 cents—Mar. 31, 1959 
which 
ere in Pounds | Ounces | Unit cost |Total cost 
S, par- ete ss os ee ee peak oberon RS ee alae ees 
as dis- 
. MER ccc edctnacedennceasanaes wonwnd teal Z 100 |..........}$0. 051250 $5. 1250 
» terri- MN edt waeduelabusine Mad cdCee aan Gi essa veden ai es 
1, it is Yeast. -- pies cca acalata ciate ten ee eat 2 ants - 165000 . 3300 
. order aii OE ok bocanvncnsundincuswhotauwadcwsnealooensen 2 -| . 122500 . 2450 
one BNE ova» Sangasngedocnnuncaidedsad<cse use iak san Cau T ee bee i 8 | .135600 . 0678 
c@ els eee didaivadsacwaowcta tenes, cose. 2 8 | .015914 . 0398 
actual BONE ocean nanennsncnnancnnnecnvercneneeneeenen ees 4 |----..--.-| .007040 - 3882 
yetition ‘reeman’s white sour... .---...--..-.- mclirseat ali ig ig aoe tons aca ark - 202950 . 8118 
INO. oo kccddndccduet ans vednoundeiedigesc eens iiesmawnes 2 . 355000 j 
Mf that on he eee 
reasing TRE 5 wn sic dne snspanaeeee pega es ili ei neo 179 | eee 7.0520 
needed. eee ennai aE ' . 
juested. = pee a bee 
ae i ee | Pee ~--=- + ------+------ 2 ~---+---|------ -- 
, please DY PN ccusncnuwamaacnanshugumawens écumaGnesaneceanaws pinnae cite 
Total sss ap pom tormnucl Sobdr ected asa aka bediieh ae tebe alaee eg 2, 837 é 
urtesies 
N OTE.—$7,0520+ 2,837 ounces =0,00248572436 cost per ounceX19 ounces=0.0472287629 cost per unit+24 
cents. 
'DSON. Percent 
ME TOONS oirss -ecanaccgiencshsee annongecmaemedtceneaeosnersneeatoe ian 19. 68 
RUE MRE sonia nctcgnnceddnakunsokgatesavuweate semen ha seaecin ae a ence a eee oa 





since ssacntivganeseiteatesotee idiiencankdnune Canbawancebedssaadas uae we _ 20.74 
Wrappers, $40.08 thousand less 1 percent =0.039680+24 cents=16.53 percent. 





Price per 
und, baked 


+ Sourdough French bread—Mar. 31, 1959 
ut weigh 














19-ounce scal- Period 
a ing weight, report, 
0.24-cent Mar. 28, 1959 
selling price 
ter taxes clad alia closes 
perations 












Percent 





d normal 




































bs etd isuatcnitet eee. hikari Saad dass aati ot apes 20. 74 28. 99 
16. 53 7.06 
loaf, was 9. 79 9. 79 
; ae he cas a 
ation. Direct cost ; 47. 06 45. 84 
Indirect cost_..... <Sanech Kad suncedtaad kdiaid chiaswakdwantoudteeens sepa ene 5. 29 
percent to Er Oni PINE CONE oa Ss ee ik 
Selling expense 
" Rina OVOGIEIIE/ WIS ONIN og cone ete Fis OO bi veawentnccawn 
{ter taxes Stale 10 percent of manufacturing cost......................-_..-.-.---..---- GIO Ginn ee 
Percent to NGt profit... sanena seen nnecennaenewescnenenecsccenencssecna] OB, | = 5... 
sales 
3. 68 CAMPBELL TAGGART ASSOCIATED BAKERIES, INC., 
8.05 Dallas, Tew., April 1, 1959. 
3.84 Mr. GARLAND N. LONG, 
i Rainbo Bakers, Inc., 





ales for the Pueblo, Colo. 
profit shown 


than average 





DEAR GARLAND: Paul Hazelrig asked that we send you a formula for the 
sourdough I'rench bread. In addition to this formula, we have worked out the 
ingredient cost, wrapper cost, and estimated other costs on this loaf based on 
a19-ounce scaling weight and 24 cents wholesale price. 

According to these figures, this loaf would have a total manufacturing cost 
at your plant of 53.35 percent compared to 52.13 percent as shown on your 
period report for March 28, 1959. Based on this manufacturing cost, plus your 
regular route selling and administrative expense and allowing for a 10-percent 
Stale, this loaf would return a profit of 5.66 percent. 
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Garland, we feel 24 cents is the minimum selling price on this loaf as even 
with this 24 cents selling price, manufacturing cost would be 1.22 percent 
higher than the average of your present varieties. You stated in your letter 
that you might want to scale this loaf the same as your present French bread, 
or 22 ounces. In that case, you could rework the figures which we are attach- 
ing to see what this additional weight over the 19 ounces will cost. 


If there are any other figures you would like to have on this variety, please 
let us know. 


Best regards, 
C. B. LANE. 


Memphis, Jackson, Chattanooga, and Nashwille, Tenn.—Largest selling loaf, 
weights and prices, Sept. 1, 1958 


Price per Weekly 
Baked out | Wholesale pound units pro- 
weight price baked out duced 
weight Sept. 1, 
1958 





Ounces 
Colonial Baking Co., Memphis (special loaf) -- --- Soe 14. 
Colonial Baking Co., Jackson, Tenn. (special loaf) -...-- 

a Baking Co., Chattanooga (Colonial open top 

DDS dnicunccaduancdssel moeeens paAbetedapatnaiian ‘ olf 
Colonial Baking Co., Nashville (pullman loaf) } .16 
Memphis: 
Special 4 13 ‘ 137, 150 
No. 2 pullman , . 30 ° 27, 024 
Jackson, Tenn.: 

Special 5 .13 . 1435 89, 743 

Large Colonial open top . .21 . 1639 23, 819 
Chattanooga: 

Colonial open top 4 Pe | . 1510 93, 505 

Special i 13 . 1486 10, 459 
Nashville: 

Pullman ; . 16 . 1600 157, 128 

Special ; - 145 . 1657 16, 239 


$0. 13 
13 








Nore.—The figures submitted on baked out weight, wholesale price, and price per pound of baked out 
weight were for the largest selling loaf only. In Memphis and Jackson, the figures submitted were for 
the special loaf as this was the largest selling loaf in these 2 markets. In Chattanooga, the largest selling 
loaf was an 18-ounce open top loaf, but the special loaf was available on the market. In Nashville, the 
largest selling loaf was a 16-ounce pullman loaf, but the special loaf was also available to the consumer. 
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Campbell Taggart Associated Bakeries, Inc., Dallas, Tea.—Price per pound 
baked-out weight, Sept. 1, 1958 


Wholesale 
price per 
pound 
baked-out 
weight 


Index 
number 
(media 
plant = 100) 


119. 5 
119, 5 
Modesto, ° 119.0 
Sacramento é 118.9 
isali 115.6 


- 
— 
oo 
~ 


Albuquerque 
El Dorado 





Cedar Rapids- -.__.-- 
Cincinnati 


FO bec oncs 
Montgomery 


Oklahoma City 


Colorado Springs____- 
Rockford ___- 

St. Louis... __- 
Augusta. 


PPP PLS SPEER ACIOABWOK OW 


Company 
Rainbo Baking Co. of Albuquerque, Al- 
buquerque, N. Mex. , 
Colonial Baking Co. of Asheville, Ashe- 
ville, N.C. 
Colonial Baking Co. of Atlanta, Atlanta, 
Ga. 


Colonial Baking Co. of Augusta, Au- 
gusta, Ga. 

Rainbo Bread Co. of Aurora, Aurora, 
Ill. 

Rainbo Baking Co. of Beaumont, Beau- 
mont, Tex. 

Colonial Baking Co. of Cedar Rapids, 
Cedar Rapids, Iowa. 

Colonial Baking Co. of Chattanooga, 
Chattanooga, Tenn. 

Rainbo Baking Co. of Cincinnati, Cin- 
cinnati, Ohio. 

Colonial Baking Co. of Columbus, Co- 
lumbus, Ga. 

Rainbo Baking Co. of, Corpus Christi, 
Corpus Christi, Tex. 

Manor Baking Co., Dallas, Tex. 


Rainbo Bread Co., Adams County, Colo. 
(Denver). 

Colonial Baking Co. of Deg Moines, Des 
Moines, Iowa. 

Colonial Baking Co. of El Dorado, El 
Dorado, Ark. 

a og Baking Co. of El Paso, El Paso, 

ex. 


Wholesale 
price per 


Index 
number 
pound (media 
baked-out plant = 100) 
weight 


Columbus.._........- 
Beaumont 

Corpus Christi 
Kansas City 

Macon 

Asheville 

Harlingen 

Jackson, Miss. 

St. Joseph____. eee 
‘Tucson 

San Antonio_________- 
Dallas__ 


Chattanooga. .-___.... 
Indianapolis____-. Sinai 
Roanoke 


Springfield 
Jackson, Tenn_......-. 


SSESESESRSSESSSSSSARSRESES 
HOP OCN ON K OWN EE ACAAKWeNNS AO OCNWNoO 


Emporia. 
Des Moines. ____- 
Grand Island 


“Ise oO 
ASS S 


Directors 


Jack Howard, Charles D. 
Frazor T. Edmondson. 

G. T. Hunter, C. F, Devenish, Frazor 
T. Edmondson. 

Russell W. Westerstrom, J. M. Cornell, 
Carroll L. Johnston, Frazor ‘[. Ed- 
mondson. 

John L. Nason, Dan B. Morgan, ZJr., 
Frazor T. Edmondson. 

L,. E. Caster, William R. Reid, Jr., 
Elmer D. Askeland. 

John Roberts, Morris P. Burkwall, 
Frazor T. Edmondson. 

Walter Brown, J. H. Ghrist, Hollie M. 
Casey. 

R. A. Hunt, William C. Davis, Frazor T. 
Edmondson. 

A. J. Gittner, William L. 
Frazor T. Edmondson. 

Jiames H. Strickland, Hugh F. Lassiter, 
Frazor T. Edmondson. 

J. O. Bruce, G. M. Atkinson, Abner 
Meadows. 

N. B. Clinch, Arno Flach, Walter J. 
Lyman. 

Robert S. McIlvaine, L. D. Click, Walter 
J. Lyman. 

J. H. Ghrist, M. W. Ghrist, Laurance 
FE. Russell, Walter Brown. 

William R.. Palmer, William J. Robert- 
son, Frazor T. Edmondson. 
Claude R. Williamson, Ellis 

Frazor T. Edmondson. 


Larson, 


Nieman, 


Gover, 
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Company 
Rainbo Baking Co. of Emporia, Em- 
poria, Kans. 
Colonial Baking Co. of Fort Smith, Fort 
Smith, Ark. 
San Joaquin 
Calif. 


Bakeries, Inc., Fresno, 


Rainbo Bread Co. of Grand Island, 
Grand Island, Nebr. 

Rainbo Baking Co. of Harlingen, Har- 
lingen, Tex. 

Rainbo Baking Co. of Houston, Hous- 
ton, Tex. 

Betts Baking Co., Hutchinson, Kans. 


Colonial Baking Co. of Indianapolis, 
Inc., Indianapolis, Ind. 
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Directors 


Virgil Linebarger, B. G. Betts, Walter 
J. Lyman. 

A. L. Glenn, Willie T. McRaney, Walter 
J. Lyman. 

A. R. Bradford, Harold W. Kilpatrick, 
W. P. Asbury, Rex Knoles, Frazor 
T. Edmondson. 

William H. Miller, Charlene Jessee 
Miller, D. H. Mackaman. 

Alva M. Jones, Gerald J. Myers, Frazor 
T. Edmondson. 

J. C. Koetting, Robert W. Hogan, Frazor 
T. Edmondson. 

B. G. Betts, Elmer L. Wall, Frazor T. 
Edmondson. 

Alex L. Taggart, Jr., A. L. Taggart III, 
J. E. Huesing, Edward B. Taggart. 


[Interoffice correspondence] 


Colonial Baking Co. of Jackson, Jack- 
son, Miss. 

Rainbo Baking Co. of Joliet, Joliet, Ill. 

Manor Baking Co., Kansas City, Mo. 


Colonial Baking Co. of Little Reek, 
Little Rock, Ark. 

Colonial Baking Co. of Memphis, Mem- 
phis, Tenn. 

Colonial Baking Co. of Alabama, Mont- 
gomery, Ala. 
Colonial Baking Co. of Muncie, Inc., 

Muncie, Ind. 
Colonial Baking Co. of Nashville, Nash- 
ville, Tenn. 


Rainbo Baking Co. of Oklahoma City, 
Oklahoma City, Okla. 
Peoria Colonial Baking Co., Peoria, Il. 


Rainbo Baking Co. of Phoenix, Phoenix, 
Ariz. 
Rainbo Bakers, Inc., Pueblo, Colo. 


Rainbo Bread Co. of Roanoke, Roanoke, 
Va. 

Rockford Colonial Baking Co., Rock- 
ford, Ill. 


Rainbo Baking Co. of Sacramento Val- 
ley, Sacramento, Calif. 

Rainbo Bread Co. of Saginaw, Saginaw, 
Mich. 

Rainbo Bread Co. of St. Joseph, St. Jo- 
seph, Mo. 

Colonial Baking Co. of St. Louis, St. 
Louis, Mo. 

Rainbo Baking Co. of San Antonio, San 
Antonio, Tex. 


Colonial Baking Co. of Springfield, 
Springfield, Mo. 


R. N. Morton, Joseph G. Turner, James 
R. Bussey. 

L. E. Caster, G. C. Mariner, R. J. Hicks. 

I. EK. Madsen, Carl Roberson, Thomas 
F. Shine, B. W. Cunningham, Ken- 
neth W. Greenlee. 


‘Ress: E.. Anderson, James T. Holley, 


Stephen H. Lipsmeyer. 

M. W. Grout, Harry W. Will, Charles C. 
Stanley. 

Charles D. Singelton, Robert W. Miller, 
Louie W. Nash, J. T. MeGouirk, 
Walter J. Lyman. 

Alex L. Taggart, Jr., W. F. Stassen, 
Edward B. Taggart. 

C. J. Murphy, W. N. Krauth, Richard M. 
Norman, Hogan F. Mitchell, Frazor 

/ D.5Edmondson. 

Harold A. Tice, George I. 

Walter J. Lyman. 

EK. Caster, Glen Crawford, F. W. 
Cochrane, Jr. 

Clarence A. Edlund, William D. Rus- 
sell, J. B. Rughson. 

Kenneth McCabe, Garland Long, James 
M. Long. 

Frank J. Welch, W. Earl Ruble, Daniel 
B. Spraker. 

L. E. Caster, G. C. Mariner, W. C. Stev- 
ens, Clint Maslen, Frazor T. Edmond- 
son. 

Vernal L. DuFrene, 
Thomas W. Little. 
Kendall A. Mills, Walter A. Sare, Julius 

J. Delemeester. 

Harold N. Stevenson, Harl A. Freeman, 
John N. Hibler. 

Walter H. Williams, Paul E. Mastin, 

Frazor T. Edmondson. 

K. Ghrist, J. C. Koetting, Harold 
B. Rains, Herbert Uecker, Henry H. 
Bryant. 

Allen Lawrence, Charles M. 
Frazor T. Edmondson. 


Waters, 
L. 


Harry Snyder, 


M. 


Hunt, 
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Company Directors 


Kilpatrick’s Bakeries, Inc., San Fran- Harold W. Kilpatrick, Donald L. Kil- 
cisco, Calif. patrick, James C. Kilpatrick, Ran- 
dall G. Risvold, Frazor T. Edmond- 
son. 
Rainbo Baking Co. of Tucson, Tucson, Max Klinger, Ray G. Christman, Fred 
Ariz. : W. Gamble. 
Rainbo Baking Co. of Tulsa, Tulsa, T. N. Sloat, M. S. Robinson, Walter J. 
Okla. Lyman. 
Rainbo Baking Co. of Waco, Waco, Tex. J. C. York, Burl Ivie, Richard Gartman. 
Rainbo Baking Co. of Wichita, Wichita, J. E. Murray, George P. Hammond, J. 
Kans. W. Gamble. 
Campbell Taggart Associated Bakeries, J. W. Carence, I. BE. Madsen, Leland 
Inc., Dallas, Tex. Thompson, Frazor T. Edmondson, N. 
B. Clinch, L. E. Caster, Robert S. Mc- 
Ilvaine, J. H. Ghrist, Ross E. Ander- 
son, R. W. Westerstrom, A. L. Tag- 
gart, Jr., Harold W. Kilpatrick, John 
A. Byerly. 


MEMOS ON CELLOPHANE (CAMPBELL TAGGART) 


[Interoffice correspondence only] 
JANUARY 3, 1958. 
To: C. O. Beck, W. H. Carter, W. E. Lyman, Ruth Vermillion. 
From: H. C. Bethmann. 
Subject: Cooperative discount, cellophane, American Viscose Corp. 


Phil Lawrence was in the office January 2. He still has no new developments to 
announce with reference to the policy which American Viscose Corp., has toward 
the discount they now offer cooperative bakeries. In his comments he remarked 
that Du Pont and Olin in a subtle way bring this situation to the attention of 
buyers. 

He gave me the attached photographie copy of Du Pont’s authorized distribu- 
tor agreement. American Viscose Corp., issues no such distributor agreements. 
Lawrence claims that quite a few people who buy on a distributor discount of 7 
percent actually are using a good part of the rolls in the operation of a subsidiary 
business. Such buyers are not following the letter of the distributor agreement 
but they are getting a discount just the same. 

I suspect from Phil Lawrence’s comments that Avisco would like to cut out 
the discounts to co-ops, but if they do they fear that the co-ops will get angry and 
switch all their business to Du Pont and Olin, particularly inasmuch as all sup- 
pliers have plenty of cellophane to sell just at this time. Of course, we have 
never promised or suggested to Avisco that we would give them any more business 
if they would cut out the co-op discount. 

H. C. BETHMANN. 


(Handwritten notes: February 3, 1958, Phil Lawrence says no news at annual 
Philadelphia sales meeting; April 17, 1958, Phil Lawrence says no news to date; 
November 10, 1958, Phil Lawrence says no news to date.) 


[Interoffice correspondence] 
SEPTEMBER 15, 1958. 
To: H. C. Bethmann. 
From: C. O. Beck. 
Subject: E. I. du Pont contracts. 

Attached are files with reference to Du Pont’s acknowledgments to Inter- 
state Bakeries showing contract numbers. 

When you were on vacation Buck Wheat and Frank Wylie were in my office 
September 9, In the discussion Wheat advised he would soon be going to Wil- 
mington for another meeting, and he feels that again the discount given by 
Sylvania will be one of the topics discussed. In general Wheat believes that 
Du Pont has lost some business because they do not meet this situation. 

He remarked he felt that most customers did not appreciate their having one 
price for all. I believe he was trying to find out if we were favoring them or 
Sylvania because of the discount. He wanted to know if they did give the 
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co-ops a discount what we would do or think about it. I remarked to him that 
we would not like it if we didn’t get it, that I knew of no reason why the co-ops 
should be entitled to even as good a price, and on this he agreed. I do feel 
that Du Pont has no feeling they could justify a better price for the co-ops, not 
even as well as for ourselves in the manner in which the business is done, and 
he does feel our way of handling the business is the most economical for them. 

I made it clear that if they allowed the co-ops a discount, we felt that we 
should be entitled to at least the same arrangement. From the discussion he 
may feel that we have given this consideration for both them and Sylvania, 
even though I did not in any way tell him that Sylvania’s business with us 
was less than it might be if Sylvania was not giving the co-ops a discount. 

This discussion seemed to open the way to further discuss the attached files 
on Du Pont’s acknowledgments of cellophane orders with Interstate for ship 
ment in July and October on acknowledgments received July 10 on orders they 
received July 3, 1958. There were 10 acknowledgments on the O. Rourke Bak- 
ing Co., plant No. 3, Buffalo, and one on the Schulze Baking Co., plant No. 4. 

Prior to that there were copies of other acknowledgments received, and we 
had previously discussed this with Wheat, but I did ask him again what con- 
tract arrangements Du Pont has on cellophane for group bakeries like our own, 
and he claims that no one has any prices better than we are receiving. 

He did remark that ordering in some instances was different than we order, 
and in questioning him on this, he did say that Interstate does have an arrange- 
ment with them. I would understand from his comments that in some way 
they instruct the different plants to order their cellophane off of a booking 
arrangement. Wheat indicated that this was giving them notice that a plant 
would order cellophane for shipment at any time, but he gave the impression 
they practically disregarded the booking or arrangement that is set up by the 
buyer in Kansas City. I advised him we would be interested to know more 
about it, what advantages there were, if any. Wheat indicates that these 
bookings seem to be more or less disregarded by their own company until orders 
are received from or for each of the different plants. He also advised he would 
get a copy of this and would show it to us... He may send this for Mr. Wylie 
to handle with us or bring it with him when he comes to Dallas on the next 
trip. 

I believe we are getting a little closer to what the situation is and feel that 
we can discuss the matter further without his knowing we have received copies 
of these acknowledgments. 


C. O. Brecx. 


[Interoffice éorrespondence only] 
NOVEMBER 7, 1958. 


To: C.O. Beck, W. H. Carter, Margaret Oliver (quotation file). 
From: H. C. Bethmann. 


Subject: Cellophane, E. I. du Pont de Nemours & Co. 
M. H. Wheat and Frank Wylie of Du Pont were in the office November 5. 


PRICE 


Wheat remarked that we might hear reports to the effect that the price of 
cellophane has been reduced. He explains that effective November 3 there was 4 
reduction when they began to allow a 7-percent discount of first-grade cut-to-size 
sheets sold to chainstores for instore packaging of produce and meat. 


SECOND-GRADE DISCOUNT 


Frank Wylie remarked that the discount for second-grade cut-to-size sheets : 
was still 15 percent and 5 percent. 


1 Nov. 5, 1959: Wheat showed these to us. We concluded there would be no abventer =: 
to this procedure and it appears to be an extra routine step that wastes time. yt 
a 


they allocate cellophane to each plant and then the plant orders against the allocation. 
baipa 4 aenerey has an advantage on some commodities bought on contract and the routine | 
method. 
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QUANTITY DISCOUNT 


During the past 60 days, in a general sales meeting of division managers, a 
decision was made not to allow a quantity discount to co-op bakery chains. 
Wheat remarked that co-ops are now buying 19 percent of the total bakery indus- 
try purchases of cellophane. 

They did agree to go to the Federal Trade Commission in an effort to get per- 
mission to quote a quantity discount to large buyers of cellophane. 

Wheat again repeated that they actually have a lower selling cost to sell the 


Campbell Taggart group than to sell a co-op group because they don’t have to 
make calls on individual bakeries. 


H. C. BeETrHMANN. 


[Interoffice correspondence only] 


JANUARY 21, 1959. 
To: C. O. Beck, W. H. Carter, Ruth Vermillion. 


From: H. C. Bethmann. 
Subject : Cooperative discount, cellophane, American Viscose Corp. 

Phil Lawrence and Richard FE. Reynolds, field sales manager for American 
Viscose Corp., were in the office January 20. 

They advised us that all three of the cooperative chains had been notified that 
they will no longer be allowed a discount of 5 percent on their purchases of 
cellophane. 

The details for termination of the existing arrangements have not yet been 
worked out, and some bakery members of co-ops have not been notified. 

Avisco is approaching this situation carefully, for they hope to suffer as little 
as possible by this move, but they think that after March 15 they will ship no 
cellophane on which the co-op discount will be allowed. They venture to esti- 
mate that no bakery will be using cheaper cellophane than we use after June 1, 
1959. 

I emphasized to them that we had never suggested that the co-op discount 
ought to be eliminated, but that we thought we were entitled to buy cellophane 
as cheaply as the co-ops. 

Mr. Reynolds remarked that Mr. Michel, general manager of the film division 
of American Viscose Corp., has always thought that the discount to co-ops was 
not the right practice but that it took a long time to sell others of their organiza- 
tion on the elimination of the co-op discount, especially when it was considered 
that the co-op discount had been in effect for so many years and that some of 
their sales personnel felt it had been very instrumental in their building up 
volume. 


In the discussion, it was mentioned that the co-op discount was being taken 
away from ABC and QBA. 


H. C. BETHMANN. 


DOCUMENTS RELATING TO SALE OF CELLOPHANE 


Fesrvary 13, 1958. 
AMERICAN BAKERS COOPERATIVE, INC., 


Teaneck, N.J. 
(Attention : Mr. John B. Lange). 


Dear Mr. LANGE: As you know, our Marcus Hook plant will start producing 
cellophane in the relatively near future. This will call for vastly expanded 
sales efforts in several directions. It is understood that you, as one of our 
cellophane jobbers, through your already established contacts and new ones 
that you may make, will aid materially in increasing our total sales volume. 

We are directing greater emphasis on advertising to the baking industry. 
Similarly, we are increasing our research efforts in the development of new and 
improved types of cellophane and other packaging materials. 

As it is desired by both of us that the arrangements we have worked out 
with you over the past shall apply to our increased activities and as it is believed 
that additional arrangements may be mutually beneficial by reason of the in- 
creased activities of both of us, it might be well at this time in order to avoid 
any misunderstandings to review and reduce to writing our mutual understand- 
ings and agreements which we have had with you and which have been developed 
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over a period of many years. Accordingly, we list below the services which you 
have been and are now performing and which are to be continued with certain 
new provisions made necessary by such increased activities : 

1. Your personnel shall make sales calls and sell to bakers and others who 
are present and prospective customers. 

2. Your fieldmen and other personnel .shall furnish technical service and in- 
formation with respect to the use of cellophane and our other products that you 
sell for us. 

You shall reimburse us for all service calls made by representatives of our 
technical service department at your request. 

3. Your fieldmen and other personnel shall personally or by mail distribute 
our bulletins, brochures, and other advertising material. 

4. You shall sell the cellophane purchased hereunder, properly labeled with 
our trademark, and shall advertise and represent that this cellophane sold by 
you is our cellophane. 

5. You shall ascertain that certain stock sizes are readily available for emer- 
gency shipment. 

6. You are responsible for payment of all accounts. 

7. You shall advise us, upon request, of the names, addresses, and other per- 
tinent data, with respect to calls upon prospective purchasers of cellophane. 

8. You shall currently furnish us with all technical information that you ac- 
quire regarding cellophane and its uses and potential uses and you shall work 
closely with our technical service, mechanical development, market development, 
and research departments in servicing your accounts and in the development of 
new and improved types of cellophane and other packaging films which we may 
manufacture and sell to you. 

9. You shall provide us at the beginning of each quarter annual period with 
estimates of the kinds and amounts of cellophane that you expect to sell during 
the following 3-month period. 

10. We will pay to you a functional discount on all cellophane purchased 
hereunder and resold by you at list price at the rate of 5 percent of the list price 
of such cellophane at the date of shipment by us (before deduction of functional 
discount or freight allowance). No functional discount shall be allowed on cel- 
lophane returned to us by you or by your customers. The foregoing rate of 
functional discount may be revised by us at any time upon written notice to you, 
but such revision shall be applicable only to the shipments thereafter made. 

11. This agreement may be terminated by either party at any time upon 60 
days’ written notice to the other; but such termination shall not affect your 
right to the functional discount on cellophane purchased by you prior to, but 
sold after, the date of termination. 

12. This letter contains the entire agreement of the parties and there are no 
warranties, promises, terms, conditions, or obligations, oral or written, express 
or implied, except as set forth herein. No agreement or other understanding in 
any way modifying the terms of this agreement shall be binding unless ap- 
proved in writing by the parties hereto. 

If the foregoing correctly sets forth your understanding of our jobber ar- 
rangement with you, please signify your approval on the enclosed copy of this 
letter and return it to us for our files. 

Very truly yours, 
AMERICAN VISCOSE CoRP., 
Fiim DIVISION, 
T. O. WILLIAMS, 
General Sales Manager. 

Approved : 

AMERICAN BAKERS COOPERATIVE, INC., 
Joun BE. LAnae, General Manager. 


AMERICAN VISCOSE CorP., F1rM DIVISION, 
Philadelphia, Pa., December 15, 1958. 

Mr. Jonn PB. LANGE, 
American Bakers Cooperative, Inc., 
Teaneck, N.J. 

Dear Mr. LANGE: We have been well pleased with the jobber arrangement 
we have had with you and your associates, valuing highly the services that you 
have been able to perform for us. It has been mutually beneficial and has, we 
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ae believe, contributed greatly to the growth of the baking industry in this country. 
Because of competitive forces, we are now faced with the need of making a most 
‘3 who difficult decision. 

Due to existing circumstances, which we have discussed with you several 
nd -‘in- times this past year—and with which you are entirely familiar—we are ex- 
at you periencing sales losses in excess of $3 million annually developed in 1958 alone. 
Because of this great and critical loss of business, and the certainty of fur- 
of our ther losses as time goes on, we find it necessary to terminate our jobber arrange- 

ments with you 60 days from this date, in accordance with clause No. XI of our 
tribute present jobber agreement. This decision is not a voluntary one. It is made with 
great reluctance and regret. 
d with We look forward to our continued association with you and to supplying the 
sold by members of your company with their requirements for cellophane and other of 
our products which may fit their needs. 
Most sincerely yours, 
—— THomas O. WILLIAMS, 
General Sales Manager. 
ner per- 
pod em STATEMENT OF GEORGE J. O’RouRKE, DIRECTOR OF PURCHASING 
yo - 
ll work My name is George J. O’Rourke, and I am director of purchasing for American 
opment, Bakers Cooperative, Inc. 
ment of The following is a summary of my recollection of the events leading up to the 
we may eancellation of the sales agreement between American Bakers Cooperative and 
American Viscose Corp., a manufacturer of cellophane used in the wrapping 
iod with of baked goods by the baking industry. 
1 during While I have been with American Bakers Cooperative since October 1956, 
arrangements have existed between American Viscose Corp., which I will here- 
irchased after refer to as Avisco, and American Bakers Cooperative since September 
list price 1949. 
mctional It was, to our knowledge, also in existence for many years prior to 1949, with 
d on cel- another cooperative of independent wholesale bakers. 
x rate of The sales arrangement furnished us by Aviseo provided American Bakers Co- 
e to you, operative, Inc., with a 5-percent functional discount on cellophane purchased by 
made. the cooperative, which we resold to our members at the list price. 
upon 60 To the best of my recollection, in June 1958, we began to hear from the eastern 
fect your district sales representative of Avisco that pressure was being applied to Avisco 
r to, but by some major chain bakeries to have the same discount given them (the chain 
bakeries). The Avisco representatives stated that the pattern seemed to be 
re are no similar in that, one by one, these chains called top-level Avisco executives in to 


1, express 


be interviewed by the executives of the chains. First, Avisco was questioned as 
anding in 


to whether the cooperatives were being given a discount. When Avisco replied 











inless ap- affirmatively, the request was put forth by the chain executive that a similar dis- 
count be given them. 
iobber ar- Subsequently, when Avisco advised the chain that they could not legally extend 
py of this the same cooperative discount to the chains, they were told that they would 
be either cut off as a supplier or a threat was made of such action. 
The above comments are based on many conVersations with Avisco representa- 
RP., tives. 
In the meantime, Avisco informed us several times that they were not con- 
templating discontinuing their sales arrangement with our cooperative. 
fanager. Sometime in late November or early December 1958, we received reports from 


two of our members that an Avisco representative had informed these members 


(VE, INC., that in all probability the sales arrangement would be canceled with the coopera- 










anager. tive due to pressure exerted on Avisco by bakery chains. 

I then placed a telephone call to the general sales manager of Avisco in Phila- 
delphia. Pa., in order to get a firsthand report on whether they were contemplating 
the cancellation of their sales agreement with us. 

SION, 


The following comments are based on the telephone conversation which ensued, 
to the best of my recollection: 

I informed the Avisco general sales manager that one of his representatives 
told our members the arrangement with the cooperative would probably be dis- 
continued. He answered it was news to him and said he would have it stopped 
immediately. He assumed that the man was talking of possibilities only. 

During the same telephone conversation, he told me that there were eight 
Companies putting the pressure on him, and that the eight included not only 


15, 1958. 
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large wholesale chain bakers, but also some large chainstore bakers. He further 
told me that they had either cut Avisco off or threatened to cut them off, if 
Avisco did not discontinue selling the bakery cooperatives at a discount. 

I asked for the names of these chains, and the general sales manager could 
remember only five, I believe. 

He stated the situation was grave and that Avisco was analyzing the tonnage 
of these chains which I interpreted to mean a comparison of the amount of 
business that might be lost as compared with the amount sold to the cooperative. 

He said the chains used the term “boycott” but did not state the names of 
those using it. 

He said the pressure had been applied for 6 months prior to my call, but that 
there were two companies (not named) who had never bought from Avisco be- 
cause of the discount. 

I then asked him to keep us informed regarding the cancellation or continuance 
of our sales agreement when a decision was made. 

Verbally they postponed the termination date from February 15 to May 30, 
1959, after which no further allowances were made on sales to this cooperative. 

In the period July 1, 1958, to June 27, 1959, which is a full fiscal year for 
American Bakers Cooperative, we purchased and resold to our members 2,397,633 
pounds of Avisco cellophane at a cost of $1,455,683.10. 

On the basis of these figures, our projected loss of earnings will be $72,784 
annually. This amounts to over 22 percent reduction in income. 


GrEorGE J. O'ROURKE, 


Director of Purchasing. 
JULY 3, 1959. 


Purchases made from American Viscose Corp., from July 1, 1959, to June 30, 1959 


Resold to— Pounds Amount Resold to— Pounds | Amount 


Modern’ Bakery, 3, MclIntyre’s Bakery $10, 158. 44 
Kingsport, Tenn 26, $15, 748. 37 || Junge Baking Co 143, 359 99, 755. 89 
Lewis Bros, Bakeries, Inc- - Morehouse Baking Co. 25, 225 16, 995. 23 
Petersen Baking Co 4 b Brown’s Bakery, Inc 11, 777. 65 
Adams Baking Co_.._._..- ¢ , 574. Tingley Baking Co 8, 537. 82 
Tender Krust Baking Co__. F. N, Calderwood, Inc 22, 794. 13 
Richmond Baking Co. Wyoming Baking Co 27, 096. 46 
Stewart’s Baking Co . 3, 928. 84 || Wilke Baking Co 36, 093. 74 
Roskam Baking Co-__--.-..- 21, 575.46 || Renon-Fontana-Yore Bak- 
Our Own Bakeries, Inc....- 33, 808, 60 eries, Inc 4, 783. 21 
Hartford Bakery Co 70, 642.30 || Emrich Baking Co 5 1, 018. 73 
Home Bakery seu 2,171.60 || Van Viack & Gamba, Inc-- » § 7, 546. 38 
Girard Baking Co 11, 606.77 || Douville Bakery, Inc 5, 83% 3, 680. 66 
Virnelson’s Bakery, Inc... 14, 442. 52 || Renton Baking Co 18, 063 10, 636. 75 
Giusti Baking Co 22, 219. 20 || Cortland Baking Co_-_..__-- 89, 623 51, 827. 49 
Butter Krust Baking Co- -_- 4, 867.06 || Aroostook Baking Co_...__- 32, 589 19, 114. 29 
Finney’s Bakery... ..._..-- 12, 392.63 |} Park Region Bakery 47, 850 27, 712. 16 
The Harris Boyer Co 7 62, 188.66 || Macklem Baking Co 21, 542 12, 500. 60 
Worcester Baking Co 7, 516.30 || LaPage Bakery, Inc._-___-_-- 15, 252 9, 457. 29 
Gauss Baking Co..___....-- 446 5, 800.88 || Rochester Baking Co______- 16, 719 9, 835. 19 
Vaughn’s Sanitary Bakery. 47, 234.17 || Hamilton Bread Co 28, 063 17, 483. 01 
Ungles Baking Co 11, 554.10 |] MeDonald’s Bakery 35, 528 22, 035. 78 
American Home Bakery-.-. f 11, 932. 25 ||} Huval Baking Co 74, 943 46, 470. 22 
Sunrise Bakery, Inc. _.___-- 2,174.24 || Bost Bakery, Inc._......._. 200,052 | 126, 630. 03 
P. F. Petersen Baking Co_. 27, 942.82 || Ideal Baking Co 3, 490 2, 443.17 
Modern Bakery, Inc., Har- Dainty Maid Bakery, Inc_. 52, 120 32, 316. 09 
fan, K . 63, 898.11 |} Hall Products, Inc 13, 199 8, 167. 56 
Lonsd 14, 926. 05 ——|_ 
Bunny Bread Co.., Inc_-_.-.-. 20, 739. 86 2, 397, 633 |1, 455, 683. 10 
Manbeck Baking Co. 17, 124. 70 


EXHIBITS SUBMITTED BY JACK SCHAFER 


Route 38, Fogg’s, Flat Rock-Rockwood: Lost secondary bread to Wonder at 
14 cents plus discount. 

Route 46, Dixfield Market, 8 Mile and Grand River: Lost secondary bread to 
Wonder and Tip Top, 15 cents. 

Route 1, Mason, 19162 Farmington Road: Lost secondary bread to Bond, 15 
cents. 

Route 29, Pure Food, 9727 Jos. Campau and 9325 Jos. Campau: 3 cents off cheap 
bread; 3 cents off buns; plus 5 percent across the board to Wonder. 
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Route 15, State Fair Market, 726 Hilton, Ferndale: We lost it to Taystie for a 


better price than ours and Wonder took it at 15 cents and 10 percent across 
the board. 


Route 2: 

Concord Market, 1700 Concord: Lost secondary bread to Bond at 14 cents 
and Wonder at 15 cents. 

O’Brien Stores: 1, Bagley; 2, Warren Avenue stores lost to Wards. We 
are told at a good price but can’t get a figure. We lost most of the 
secondary bread business. 

Route 36, Stop and Shop, Brighton, Mich.; and Chelsea Way Baking Co. has 
secondary bread and are supposedly giving in excess of 8 percent discount on 
everything. 

Route 39, Allens Super Market, Ecourse: We lost secondary bread to Wards. 
Price supposed to be 14 cents. 

Route 59: 


Grand National, 3244 Fenkill: Lost secondary bread business to Tip Top— 
Bond and Silvercup at 15 cents. 
Shuman’s Market, 2550 Puritan: Lost secondary bread to Bond at 15 cents. 
Puritan Community, 8910 Puritan: Lost to Tip Top, at 15 cents. 
Route 12: 
Lucky Choice, 2616 Cass: Lost because of price. 


Tom Matti, 318 Third: Lost secondary bread to Erie and Tip Top, 15 cents. 

Derya Market, 4101 Lincoln: Lost most of secondary bread to Wonder at 
16 cents. 

Pigley Wigley, 1334 Warren West: Lost to Erie, supposed to be at 14 cents. 

George’s Market, 4763 Third: Lost: secondary bread to Tip Top and Won- 
der, supposed to be at better price than ours. 

Sharkey, 4626 Third: Lost secondary bread to Erie, 14 cents. 


Lindys, 14044 Jos. Campau: Lost secondary bread to Ward and Bond, 15 
cents. 


Route 55: 
Dixfield Market, Southfield and Dixie: Lost secondary bread to Erie, 14 
cents. 
Mels Super, Oakwood: Lost secondary bread to Wonder, 14 cents. 
Fort Schafer Market, Fort and Schafer: Lost to Erie for 14 cents or less. 
Route 9: 


Park Super, 31690 Mound Warren: Lost secondary bread to Wonder and 
Bamby for better price. 


Tristate, 1911 Caniff: Lost secondary bread to Erie, 14 cents. 
Route 40: 


Joe’s Market, 4400 Lillibridge : Lost secondary bread to Winder, 16 cents, and 
Silvercup, 16 cents. 


Marel, Berwick: Lost secondary bread to Wonder and Silvercup, 15 cents. 
Route 33: 
Brown Bros., 15291 10 mile: Lost secondary bread to Taystie at 16 cents. 
Schroder, 15328 Stephens: Lost secondary bread to Taystie at 16 cents. 
Brown Bros., 28584 M-97: Lost secondary bread to Taystie at 16 cents. 
Route 50: 
Adelman, 324 Vicker Road: Lost secondary bread at 15 cents to Wonder. 
Sunkist Market, 8414 Dearborn: Lost secondary bread to Ward’s—claims 
less than 16 cents. 
Big Dollar, 524 Visear: Lost secondary to Erie and Tip Top—salesman 
thinks price about 14 cents. 
Route 28: 
Save Market, 22210 Tinkell: Lost secondary bread to Ward’s at 15 cents. 
Jimmy Market, 22243 Tinkell: Lost Secondary bread to Ward’s at 15 cents. 
Middle Six, Six-mile Road: Lost secondary bread to Ward’s at 15 cents. 
Fred’s Market, 20943 Tinkell: Lost secondary bread to Ward’s at 15 cents. 


Dutch Mill, 28175 West 5 Mile: Several bakeries claim he’s buying for 15 
cents. 
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Route 34: 

Geo. Sewin, Cooley Lake: Lost secondary to Bond at 14% cents. 

Dennis Bell, Elizabeth Lake: Bell (produced by Ward), 15 cents. 

Dennis Bell, Elizabeth Lake: Lost secondary to Bell at 15 cents. 

Shores Market, 22324 Mack: Lost secondary bread 90 percent to Hrie; 
supposed to be 14 cents or less. 

Douglas Market, 93 Douglas: Lost secondary bread to Silvercup at 16 cents. 

Hollywood Market, Royal Oak: Lost to Bond at 14 cents. 

J & A Market, 3401 John C. Lodge: Buys Wonder at 13.6 cents per loaf. 

Griebs, 2103 Hilton Road: Lost secondary bread to Wonder below 16 cents. 

S & F Market, 12th and Temple: Lost to Silvercup at 15 cents. 

Lindys Market, 12125 12th Street: Lost secondary bread to Ward and 
Bond at 14. cents. 

Johnson Dairy: Ward’s are in with 1 pound loaf; retails two for 33 cents; 
don’t know cost. 

Taystie replaced Bamby in Filmar Stores, 27531 Grand River: About 150 
daily. 

Kings Super, Euclid and Hamilton: Lost super to Blue Bird at 15 cents, 
then Erie took it away from Blue Bird. 

Dabish Market, 8517 Second: Lost secondary bread to Silvercup and Ward’s 
at less than our price. 

Clairmont Meats, 40 Clairmont: Lost super to Silvercup at lower price. 
Silvercup gave them 400 loaves free one day and 300 another. 

Safewell Market, Hamilton and Cortland: Took in Taystee at a cheaper 
price. 

L & L Market, Hamilton: Took in Silvercup—supposed to be cheaper price. 

Safeway, Woodward and Euclid: Took in Bamby and Erie—Erie is sup- 
posed to be real cheap. 

Hollywood Supermarket, 724 North Main, Royal Oak: Buys Wonder second- 
ary bread at 13 cents. 

Your Market, 26782 John Road: Wonder offered secondary bread at 14 
cents. 

Constas, 14 West 11 Mile Road : Wonder offered bread at 15 cents. 

C & S Market, Wyoming: Cut out our super and took in Taystie at 16 
cents; Ward’s at 15 cents. 

Great Scott’s, Conant: We were alone with secondary. Now Ward’s, Taystie, 
Silvereup and Erie. Wecan’t find out price. 

Gordon’s Market, Van Dyke: We lost secondary bread to Silvercup and 
Ward’s. Claim at less than 15 cents. 

Charles Market, Charles Street: host secondary bread to Wonder at 15 cents. 

Busy Bee, Brighton: Lost most of secondary bread to Wonder at lower price. 
Can’t get him to say how much. 

Route 22: 

Food Town, Warren Avenue: We lost secondary bread to Erie at cheaper 
price. 

Neno’s Market, 18901 East Warren: We lost secondary bread to Wonder at 
cheaper price. 

Milton’s, 148309 Mack Avenue: We lost our secondary bread to Ward's. 
They sold Ward’s bread for 10 cents retail for a few days but can’t find 
out wholesale. 

Great Scott, Madelyn: Has Erie, Silvercup, Taystie, Wonder, and Ward’s. 
Wanted a 14-cent price from us and I told him no, so all are in. 

Foodtown, 13215 Kerchwal, Erie: Got secondary bread, 15 cents. Also are 
getting buns at 15 cents from Erie. Keplinger offered buns at 19 cents. 

Greenleaf Market, 18707 Essex: Wonder took our secondary bread at a 
lower price. 

K. & G. Market, 10347 Kerchwal: We lost our secondary to Wonder, Taystie, 
and Tip Top, 16 cents. 

Route 15: 

D & K Dairy: We lost Super Value to Taystie and Silvercup, 16 cents. 

Brickley Dairy’s Wonder, 16 cents, Taystie, 16 cents, and Erie leaves a 
blank bill. 

Food Town, Monroe: Took in Taystie, Ward’s and Bond. I heard Bond 
151%4 and Wonder offered 15 cents. 
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Route 39: 

3 G’s Market, West Michigan Avenue: Lost to Snowwhite. Silvercup took 
it from Snowwhite at 14 cents. 

15 Grand Market: We lost business to Snowwhite and Wonder took it from 
Snowwhite but can’t get any price. 

Middlemen’s Market, 5454 West Warren: We lost secondary bread business 
to Taystie, 15 cents. 

Berg’s Super Market, 8450 Grand River: We lost secondary bread to Bond, 
14 cents plus 5 percent. 

Asher’s, 8509 Grand River: We lost secondary bread to Silvercup, 15 cents. 

Shoprite Market, 12900 Grand River: We lost secondary bread to Tip Top, 
‘14 cents. 

Ideal Market, 11831 Livernois: We lost secondary bread to Wonder, 15 cents 
plus 5 percent. 

Lucky Sam’s, 7400 Kerchwal: We lost secondary bread to Bamby and Bond. 
Claims 15 cents for Bond. 

Food Town, 7435 Kerchwal: We lost secondary bread to Erie at much 
cheaper price. 

Concord Market, 1700 .Concdrd: We lost secondary bread to Bond at 14 
cents. 


Lafotes Market, Concord and St. Paul: We lost secondary bread to Wonder, 
15 cents. 


Marvel Market, Concord and Lafayette: We lost secondary bread to Taystee, 
15 cents. 

B. & B. Food Market, 8767 Kercheval: We lost secondary bread to Erie; 
supposed to be 14 cent or less. 

County Fair Market, Mount Clemens: We lost secondary bread to Bamby. 
Bamby lost to Blue Bird and Blue Bird lost to Bond; understand 15 
cents and 5 percent. 

Broadway Market, Mount Clemens: We lost secondary bread to Bond, 15 
cents and 5 percent. 

Route 19: 

Oxford Village: We lost: secondary bread to Wonder—understand cheap 
price but can’t find how much. 

Thrifty Market, 7240 Tireman: We lost secondary bread to Wonder as 
per swing man at Wonder. 

Bill’s Market, 4305 Buchanan: We lost secondary bread as they are sup- 
posed to be getting 10 percent off on everything from Ward’s. 

Dixfield Market, 15438 Plymouth Road: We lost secondary bread to Erie 
at 14 cents. 

M. & J. Market, 20825 Joy Road: Lost secondary bread to Wonder—sup- 
posed 15 cents. 

O’Brien, 19405, West Warren: Lost secondary bread to Tip Top, 14 cents. 

Tenutas, 3515 Walton Pontiac: We lost secondary bread to Ward’s, 13 cents. 

O’Briens Super, 750 Biddle: We lost secondary bread: to Ward’s, 14 cents. 

Jerry’s, 1168 Oak: We lost secondary bread to Ward’s, 14 cents. 

Thriftie, 17021 Eureka: We lost secondary bread to Ward’s, 14 cents. 

Consumer’s Market, 8690 12th: We lost secondary bread to Ward’s, 14 
cents or less. 

Dixfield, Eight Mile near Schafer: We lost secondary bread to Ward’s, 
15 cents. 

Good Neighbor, West Eight Mile Road: We lost secondary bread to Bond, 
15. 

American Store, Harper near Ten Mile: We lost secondary bread to Erie, 
13 cents. 

Roseville Creamery, 12 miles east: We lost secondary bread to Wonder, 
14 cents. 

Big Dipper, 2900 Brush: We lost secondary bread to Silvercup, 15 cents; 
Taystee, 16 cents, Wonder, 16. 

Sunshine, 34835 Brush: We lost secondary bread to both Wonder, 15 cents, 
and Erie at less than that. 

St. Aubin, 2237 St. Aubin: We lost secondary bread to Wonder, 16 cents 
and 5 percent. 

Pauls Self Service, St. Aubin and Congress: We lost secondary bread to 

Bond, 15 cents. 
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Jack’s Market, 3480 Hastings: We lost secondary bread to Ward’s, 16 cents. 

These prices quoted are information gathered from calls made by all 
members of the sales department. We have no bills to prove them but are 
reasonably sure of them. 

Wonder, Taystee, and Bond have been doing a lot of discounting and 1 
or 2 free with 10 and ete. and 2 and 3 cents per package discounts in 
many stores. Ward’s sold sesame buns for 16 cents last week that 
always wholesales for 24 cents. 


ScHAFER’S FLINT BAKERY, INC., 
Flint, Mich. 

Due to the fact that competition was cutting the price of secondary bread we 
were forced to reduce our secondary bread to 17 cents wholesale. Rainbo bread 
out of Saginaw came in to town and offered grocers discounts on bread and 
buns and were selling secondary bread to some stops for less than our 17 cents. 
We were forced to meet Rainbo and Holsum, out of Saginaw, on buns over the 
fourth of July week end for 16 cents wholesale in order to hold our stops and 
business. The following are some of our accounts where we lost some business 
or were cut down in volume: 


Ed’s Super Market: Lost completely. Gets bread cheaper from Dandee. 

James Market: Lost completely. Gets bread cheaper from Rainbo. 

Whaley Park: Holds us down; says he makes more profit on Dandee and Rainbo. 
Gets buns cheaper. 

Richfield Super : Rainbo cut the price on buns. 

Saseen : Dandee gave them secondary bread for 17 cents when ours was 18 cents. 

Mitchells: Taystee and Wonder offered them secondary bread for 16 cents and 
we were cut out. 

Shorties: Taystee offered them secondary bread for 16 cents and 2 cents off on 
buns. We were cut out. 

N. Dixie: Taystee Sweetheart 16 cents. 

Farmers Market: Taystee offered them Sweetheart for 16 cents. 

Cut Rate: Taystee Sweetheart for 16 cents. 

Hannis: Taystee Sweetheart for 16 cents. 

U.S. 23 Market: Taystee and Dandee offered Sweetheart for 16 cents, forcing 
the price of bread down. 

Bud’s Market : Taystee rebates 1 cent. 

Donavan’s: Taysteerebateslcent. , 

Larry Hamady: Dandee cut the price of secondary bread below 17 cents and 
we were cut out. 

McGuirs : Taystee offered Sweetheart for 17 cents when we were 18. 

Haugs Market: Taystee offered Sweetheart for 16 cents. 

Schraders : Taystee offered Sweetheart for 16 cents. 

Curtice Grocery : Rainbo % cent kickback. 

Hilltop Grocery : We lost to Wonder and Taystee, they cut the price of secondary 
bread. 

Jim’s Take Out : Taystee offered Sweetheart for 16 cents. 

Archie Christenson: Taystee offered Sweetheart for 17 cents when ours was 18 
cents. 

Collins: Taystee and Dandee secondary bread 1714 cents when ours was 18 cents. 

Jants: Taystee Sweetheart 17% cents ours was 18 cents. 

Andress : Taystee Sweetheart 1714 cents ours was 18 cents. 

Food Lane: Wonder took secondary bread from Holsum for less than 17 cents. 
We lost it to Michigan Baking for 17 cents. 

Walt Sturk: Dandee secondary bread for less than 17 cents. We were cut out. 

Rikerts : Taystee Sweetheart for 16 cents. We were cut out. 

Kessler : Taystee Sweetheart for 16 cents. 

Kritz: Taystee Sweetheart for 16% cents. 

Donavans: Dandee secondary for 16% cents. 

Stewarts: Taystee offered Sweetheart for 1614 cents. 

Bill’s Food : Taystee Sweetheart for 1614 cents. 

Washa : Taystee Sweetheart for 17 cents when ours was 18 cents. 
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Lambert’s : We lost to Wonder and Holsum for less than 17 cents. 

Frank’s Market: Was offered secondary bread for 15 cents and we were cut 
out. 

Riverside : Wonder offered secondary bread for less than 17 cents. 

Roats : Lost secondary bread to Dandee for less than regular price. 

Lemeck : Lost out completely, says he can get bread cheaper. 


O. J. STRAITH. 


AFFIDAVITS SUBMITTED BY JACK SCHAFFER 


THE GREATER Detroit Foop DEALERS ASSOCIATION, 
Detroit, Mich. 

STATE oF MICHIGAN, 

Wayne County, City of Dearborn, 8s: 


Walter L. Woods, being duly sworn, alleges and says, that on or about the 
ist of May 1959, a representative for the Silvercup, Ward, Wonder Bakery, 
did approach me with a price schedule, to sell me bakery products, at the follow- 
ing schedule: 

Twenty-ounce white bread 17-cent loaf bread 2 cents off (15 cents). 
Hot dog and hamburg buns 21 cents with 2 cents off. 
Other, 15 cents with 2 cents off. 


(Signed) Watrer L. Woops. 


Sworn before me this 16th day of July A.D. 1959. 


[SEAL] ALLEN B. Martin, 


Notary Public, Wayne County, Mich. 
My commission expires May 7, 1961. 


THE GREATER DETROIT Foop DEALERS ASSOCIATION, 


Detroit, Mich. 
STATE OF MICHIGAN, 


County of Wayne, City of Dearborn, 8s: 


Thomas Foster, being duly sworn, alleges and says, that on or about April 10, 
1959, a representative of the Silvercup, Tip Top Bakery, did approach me with 
a price schedule, to sell me bakery products at the following rates: 

Twenty-ounce white bread 17 cents a loaf less 2 cents. 

Hot dog and hamburg buns 21 cents less 2 cents. 

(Signed) THomas Foster. 
Sworn before me this 16th day of July A.D. 1959. 


[SEAL] CLayTon G,. LILLy, 


Notary Public, Oakland County, Mich. 
My commission expires July 14, 1962. 


THE GREATER DErRoIT Foop DEALERS ASSOCIATION, 


Detroit, Mich. 
STATE OF MICHIGAN, 


Oakland County, City of Ferndale, ss: 


Clayton G. Lilly, being duly sworn, alleges and says, that on or about the 
lst day of May 1959, a representative for the Wonder-Ward-Bond Bakery did 
approach me with a price schedule to sell me baked products, at the following 
schedule. Twenty-ounce white bread 17 cents less 2 cents. Hot dog and ham- 
burg buns 21 cents less 2 cents. 


(Signed) Crayton G. Litty, 


Sworn before me this 16th day of July A.D. 1959. 
[SEAL] CLaytTon H. LILy, 

Notary Public, Oakland County, Mich. 
My commission expires July 14, 1962. 
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INFORMATION SUBMITTED BY NORMAN JORDAN 


JULY 3, 1959. 


These are recent reports of what we regard as unfair competition : 

In Dyers IGA store, in Wamego, Kans., we were asked to discountinue our 
hot dog and hamburger buns because of a deal made with American Bakeries Co. 
No figure was mentioned. Also we are not permitted to put our cheaper loaf in 
this store because the grocer gets a better price from both American Bakeries and 
one of the Campbell Taggart bakeries in Emporia, Kans. 

At the Shepard Grocery in Havensville, Kans., American Bakeries offered the 
owner free bread for 3 weeks if he would put Taystee bread in his store. 

In Topeka, at the Lockard Market at Sixth and Jewell Streets, our salesman 
was told that American Bakeries offered Lockard $2,000 to get Taystee bread and 
other products into the store. This is a fantastic figure. But if only $200 was 
offered it would be a large amount for the size of the store. 

At Bottger’s Store in Manhattan, Kans., our supervisor was told that Bottger 
had some very attractive offers from Continental Baking Co., to get Wonder 
bread into the store. 

In Manhattan, Kans., Mr. Richard Keller, of the Keller Grocery, 1030 Colorado 
Street, asked our salesman to quit serving him for a week as he had been offered 
free bread and cakes for 2 weeks by American Bakeries Co. 

Also in Manhattan, Kans., the manager of Harry’s Market, at Ninth and 
Poyntz, told our supervisor that both American Bakeries Co., and the Campbell 
Taggart bakery in Emporia had made some very attractive offers to him if he 
would put their products into his store. He turned them down. 

At Anderson’s Market, 610 West Fifth Street, in Manhattan, Kans., Mr. Joe 
Anderson asked our supervisor how much our rack space in his store was worth. 
He said he had had some excellent offers from other bakers for that space. The 
only two not now serving him are American Bakeries Co., and the Campbell 
Taggart bakery in Emporia. 


Apri 5, 1955. 
Mr. FLoyp M. Brown, 


Attorney, Federal Trade Commission, 
Chicago, Ill. 


DEAR Mr. Brown: Recently, Mr. Sam Alexander of the Alexander Baking Co., 
in Topeka, told us that you called on him week before last regarding the recent 
activity of the American Bakeries Co. in their trying to get into the Topeka 
wholesale bread market. Sam said that he talked to you about this to some 
extent and later called you in Chicago by telephone to explain that he had more 
information regarding what we consider unfair trade practices in Topeka. Sam 
also said that he had written a letter to you explaining some of the things that 
had taken place and he said that he asked you whether or not your office could 
be of some help in requiring this company to discontinue such vicious trade 
practices. 

As the other independent wholesale bakery in Topeka, we want to add our 
plea that the Federal Trade Commission recognize some of the unfair competi- 
tion which has been introduced by this company and perhaps figure out some way 
to give us some help in this market. 

We have operated as a wholesale bakery in Topeka and in this trade territory 
since 1911 and we have successfully competed with the bakers of Topeka and 
with all of the outside wholesale bakers who have come into our market in the 
past. We believe that we have always competed fairly and our bakery has grown 
because we have made a good product, sold it honestly and competed fairly with 
all. Since the American Bakeries Co., which headquarters in Chicago, has en- 
tered this market from its bakery in Kansas City, Mo., we have encountered 
more vicious competition and more unfair activities that have occurred in all 
of the other years since we have had continuous competition in this area. 

The Amercan Bakeries Co., which makes Taystee bread and Grennan cook- 
book cakes came into the Topeka market about the third week in January. They 
had previously had two cake trucks operating in Topeka and sold their cakes to 
the majority of the grocers in this area. When they came in to put their bread in 
these grocery stores they hit Topeka with 7 trucks and with 15 men. These 
15 men included not only the 7 men who drove the trucks and logically would be 
the regular salesmen of Taystee bread was accepted in Topeka, but also, there 
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were included supervisors and sales managers from St. Louis, Cincinnati, and we 
don’t know what other towns. 

For several weeks these men were unable to gain access to any grocery 
stores in Topeka, except two small ones, one in North Topeka and one at 10th 
and Monroe. The grocers of Topeka apparently did not see any need for 
Taystee bread from Kansas City and continuously told the representatives of 
the American Bakeries Co. that they needed none of their bread and wanted 
none in their grocery stores. As a result of this and because the company was 
unable to sell its bread, they gave away thousands and thousands of loaves of 
Taystee bread by throwing it in trucks, throughout town, by leaving it in cars 
and filling stations, by giving it to business house employees as they left work, 
by distributing the bread to restaurants, hospitals, and other institutions, and 
generally they did accomplish one thing; that is, they reduced the amount of 
bread that could be sold by some thousands of loaves per week. 

Also, during these past 10 weeks the Taystee bread people have distributed 
thousands of new quarters by attaching a new quarter to a doorknob hanger and 
leaving them in many, many parts of Topeka. The message on this doorknob 
hanger was to the effect that this quarter was a gift from the Taystee Bakers 
and, of course, they hoped the housewife would use the quarter to buy this 
bread from her grocer. Their statement was that actually this was more than 
enough for new Taystee bread and the balance of the bonus to the housewife. 
They made the statement that if the grocer didn’t happen to have the new 
Taystee bread such housewife should call their Topeka number and they would 
see to it that a loaf was delivered to her door. There were quite a few instances 
in which this was done so the Taystee bread people not only gave the housewife 
a new quarter but also gave her a free loaf of bread, and, believe me, that is 
tough competition. 

The representatives of American Bakeries Co. have made many and different 
offers to the groceries of Topeka in an attempt to force their way into this 
market. They have misrepresented the local bakers by malicious lies and they 
have misrepresented themselves by telling the grocer stories that were easy to 
contradict but it was necessary to continuously contradict them to keep the 
grocers aware. 

We believe that Mr. Alexander cited some of the various offers that the 
American Bakeries Co. representatives made to Topeka grocers, but we do 
know that Clarence Karnes of the Karnes Market, 802 Forest Street in Topeka 
was offered 30 days’ free bread if he would put Taystee bread into his store. 
He did not. Mr. Omer Barnes of the Barnes Market, 809 East 10th Street in 
Topeka, was offered free bread and two formica topped checkout counters. 
These, of course, are very expensive and that represents a big offer but Mr. 
Barnes did not take it. Carl Moore of Moore’s Food Store, 1240 Clay Street, 
was offered $50 cash and free bread. He didn’t take the offer either. T. D. 
Brown of T. D. Brown Market, 1330 Western, was offered a deal worth $100 
and Mr. Brown didn’t take them up either. Wayne Lundry of Wayne’s Food 
Market in Pauline was offered 30 days’ free bread but he didn’t take it on. 

Since American Bakeries Co. has been operating in Topeka they have made 
deals which got them into several stores now. Only one of these stores is 
really a large store, but naturally the more they can buy their way into, the 
more business we lose and the more they are able to force other grocers to 
take their bread simply as a competitive measure. 

Since they got into the Hohnbaum Grocery, at 2017 North Kansas Avenue, 
our regular weekly sales have dropped from an average of $8.45 to $4.66, or a 
45 percent decrease. Since they bought their way into the Montague Grocery 
at 984 Monroe our sales have been lowered from an average of $25.60 per week 
to $12.54 per week, or a 51 percent decrease. The American Bakeries were suc- 
cessful in getting into the Longview Food Center, 3843 Topeka, a couple or 8 
weeks ago and in that store our business which did average $34.47 per week 
has been reduced to $24.11 per week, or a 30 percent decrease. The largest 
store which they have been able to sell so far is the Justrite Market, on West 
10th Street, and we did average $249.74 worth of business per week in that 
store and in the 2 weeks they have been there we have been reduced to $189 per 
week or 24 percent decrease. They have been able to get their product into 
seven other small stores in Topeka and our losses in those stores run from 14 
percent to 55 percent, so if they are successful in their campaign to buy out 
these accounts, which is what it amounts to, they will, of course, eventually 
teduce our business to the point that we won’t be able to continue very success- 
85621—59—pt. 1241 
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fully and the independent wholesaler will eventually be forced to sell his busi- 
ness to one of these chain operators. 

The last big deal that we know of American Bakeries making was to find out 
what one of the Topeka bakers expected to bid on the business at the Forbes 
Air Force Base and then American Bakeries underbid this enough to get the 
contract and at a price that no wholesaler in the United States could possibly 
handle without a loss. Their reason, of course, for getting this contract was to 
give them some volume in Topeka since they were unable to sell enough to 
grocery stores, and it would enable them to put their bread in the commissary 
and sell 400 or 500 loaves per day through this commissary to the wives of mili- 
tary men stationed here. 

No doubt you know that the American Bakeries Co., as well as the Continental 
Baking Co. and the Campbell Taggart Associated Bakers, has engaged in this 
type of competition, not only in this area, but in the area around Boonville, Mo., 
in southeast Kansas, in Oklahoma City, and we are getting somewhat similar 
competition from the Rainbo Baking Co. of Emporia, Kans., which belongs to 
Campbell Taggart Associated Bakers. 

We hope that you will be able to give us some assistance in a fight against 
such unfair competition, because we need help and we need it now. We can’t 
very well meet this type of competition because we just don’t have enough money 
to match offers of this kind over a long period of time and we only have one 
bakery on which to draw for these funds, where the American Bakeries Co. has 
manly bakeries and can crucify us with the earnings from their other plants. 

We think there must be some way that such unfair competition can be stopped 
and we are asking you to give us that help as quickly as possible, because natu- 
rally, if such help comes 2 or 3 months from now it probably will be too late, 
because then the American Bakeries Co. will have bought their way into enough 
grocery stores that they can tell you or anyone else that they don’t really care to 
compete that way and logically can discontinue it by that time. 

We will appreciate hearing from you and in the meantime we will send a 
copy of this letter to Federal Trade Commission headquarters in Washington 
so that they, too, will know what we have written to you. Also, we are sending 
a copy of this letter to our Senators and our Congressmen because we want 
all the help we can get and as quickly as possible, so if you can give us some 
suggestions we will be glad to have them just as soon as we can hear from you. 

Sincerely yours, 
Tue JoRDAN BAKERS, INC., 
R. NORMAN JORDAN, 


INFORMATION SUBMITTED BY ROGER L. LANE 


Tue Meruopist HOME FoR THE AGED OF THE ERIE CONFERENCE, 
Meadville, Pa., September 30, 1955. 
Mr. Rocer L. LANE, 
Meadville Bread Co., 
1272 Main Street, Meadville, Pa. 

My Dear Mr. Lane: The executive committee of the campaign now being 
conducted by Grace Methodist Church to raise funds for their educational unit 
had occasion to call me into their meeting a few evenings ago to discuss certain 
matters which they felt related to their work. 

Among other things the matter of our relationship with the Meadville Bread 
Co. was brought to my attention. I understand that at least two of your em- 
ployees, who are members of Grace Church, have refused to make any contribu- 
tion on the grounds that we have canceled our contract with you. I donot know 
of a contract having been entered into except verbally and I would like to 
state our case. 

Mr. Charles Hubbell, a member of our home, who has been acting as my 
purchasing agent, talked the matter over with your driver before we canceled 
our order with you. We had had a letter from the Firch Baking Co. in Erie, 
indicating that they would give us a 10-percent discount on all bread purchased 
by us. The bread to be billed at the regular wholesale price. This is not 
something that is given only to the Methodist Home but is a standard practice 
that is engaged toward all the institutions and churches in Erie. I have Mr. 
Hubbell’s word that he called the matter to the attention of your driver and 
that the reply was made that you could not meet that price. A counterproposal 
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was given that he supply us with the competitive loaf that you make for the 
chainstores but that we would have no choice in the kind of bread that we 
would be needing. 

Since the matter was discussed over a period of weeks and we did, through 
your driver, give you the opportunity of meeting the price that Firchs gave to 
us and since there was no attempt upon the part of anyone in the Meadville 
Bread Co. to contact our office to in any way change the word of your driver, we 


_ felt that it was absolutely necessary for us, working on a limited budget, to ac- 


cept the offer made by the Firch people. The bills from the Firch Co. are billed 
in the regular way and then a flat 10-percent discount is taken from the total. 
This means that we save enough in the course of the year to practically take 
care of 1 month of our bread cost. 

If the Meadville Bread Co. can meet this price, then, of course, we will be 
very happy to reinstate our order with you. We could not feel justified in doing 
so under any other conditions. I do not quite feel that it is fair for any of the 
employees of the Meadville Bread Co. to blame the home for their own attitude 
toward the church. I thought that some explanation to you might be of value. 


Very sincerely yours, 


Geo. R. Braun, Superintendent. 


Law OFFICES oF LOMBARDO & PICKARD, 
Jamestown, N.Y., November 4, 1955. 
In re Meadville Bread Co. versus Hall Baking Co. 
Mr. Stuart A. CULBERTSON, 
Attorney at Law, 
Meadville, Pa. 


Dear Sir: With reference to the above matter, Mr. Osborne came in again a 
week ago Monday, and we had redrafted the assignment of the accounts receiv- 
able to comply with Mr. Markell’s objections. Mr. Markell was not willing to 
come up here, and so I sent one of my staff down and the assignment was duly 
executed by both Markell and Osborne. 

However, the only accounts which I have received from Mr. Osborne are the 
ones which he brought to me the day he and Mr. Lane were in to see me. He 
has promised to bring me a record of the rest of them, but it has not been re- 
ceived. As soon as I get enough to'make it worthwhile, we will see what we 
can do toward collecting some of it. 

With reference to the claim against the Hall Baking Co., I do not see how you 
can recover on it. A transfer of the stock of merchandise and fixtures, or of 
merchandise, or of fixtures brings the bulk sale act into operation. However, 
the sale of goodwill does not do so. We quote from an opinion rendered in one 
of our courts: 

“The plaintiff’s rights herein are derived solely from the statute and are pre- 
scribed by its language. The statute, being in derogation of the common law 
and of one’s right to dispose of his own property without restriction, must be 
strictly construed. (Mott v. Reeves, 125 Misc. 511, 512; affd. 217 App. Div. 718.) 
Section 44 (supra) specified ‘stock of merchandise, or merchandise and of fix- 
tures pertaining to the conducting of the business’ to be within the inhibitions 
of its provisions. The reference is painly to tangible personal property. The 
opinion of the appellate division herein indicates that the purpose of the statute 
is to reach stock and fixtures. In Starr Piano Company v. Sammak (225 N.Y. 
566) the receiver was denied possession of leases, conditional sale contracts, and 
notes. The analogy is perfect. Goodwill is an intangible asset which is not 
comprehended within the scope of the statute. The full relief desired cannot 
be reached in this action. The judgment is limited to the merchandise and fix- 
ag transferred.” Thorndike & Hix Lobaten Company v. Hall, 132 Misc. 723, 
24-725. 

The only relief that I can see that you have against the Hall Baking Co. 
relates to their possible collection of accounts receivable, to which they may 
not have been entitled. I understand that Mr. Osborne and Mr. Markell as- 
signed to them certain accounts receivable, title to those vested in the Hall 
Baking Co. Mr. Osborne says that he has a list of them, and will furnish 
them to me, but as yet, he has not done so. The rest of the accounts receivable 


Temain and belong with Thrifty Bakers, and of course, are covered by our 
assignment. 


All of these various accounts were on the routes, and if the Hall 
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Baking Co. collected any that were not assigned to them, and we can establish 
that, we might have a cause of action to recover the amount that was col- 
lected. 

This is going to be one awful job, and I am wondering if there is some- 
one we can get, after we get the accounts, who would be willing to go around 
the routes and contact all of these customers. It is probably a full-time 
job for somebody that would take a month. 

You think about that a little, and I will do so. We can, of course, send 
letters out, which will be a big job, and that will get some results, but it may 
not be at all conclusive. 

I shall be glad to have your suggestions and observations. 

In a recent letter, Mr. Lane tells me that you have been ill. I regret to hear 
that, and I hope that it was nothing serious, and that you are now fully re- 
covered. 

With kindest regards we are, 

Very truly yours, 
LOMBARDO & PICKARD. 


ADS SUBMITTED BY JOSEPH P. DUCHAINE 


(The ad shown below appeared in the following newspapers on the designated 
date) : 


October 7, 1958: Boston Evening American 
October 7, 1958: Woonsocket Call 

October 7, 1958: New Bedford Standard-Times 
October 9, 1958: Boston Daily Globe 

October 9, 1958: New Bedford Standard-Times 
October 10, 1958: Boston Daily Record 

October 14, 1958: New Bedford Standard-Times 
October 16, 1958: Boston Evening American 
October 21, 1958: New Bedford Standard-Times 
October 23, 1958: Providence, R.I. 

October 24, 1958: Providence, R.I. 

October 24, 1958: Boston Daily Globe 

October 24, 1958: Boston Herald 

October 30, 1958: New Bedford Standard-Times 
October 31, 1958: Boston Daily Globe 
November 6, 1958: New Bedford Standard-Times 
December 5, 1958: Boston Herald 

January 15, 1959: Boston Daily Glob& 

January 16, 1959: Boston Herald 

February 19, 1959: Boston Globe 

February 19, 1959: Boston Traveler 

February 19, 1959: Boston Daily Globe 

April 2, 1959: Boston Evening American 

April 17, 1959: Boston Daily Globe 

April 30, 1959: Boston Daily Globe 
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WAR, 19 een Guod vbw so sveny sli Seka feria pel wi a eo ake nT nie mt minh te 


awe ar: 
55'S WERE POW The big oye load of §— emer hut Sal yor: chit grow teemally, Bernd tedoe, 
Henkes tetas, 
Wd « Been gedacd damm het gow waetrhenh iy Woey by 


3_NO. 


“S3NL. NYORINY. ONINZA: 


£2400 


sae 
















43) Soper Tras Sorigghet anu wept s 
nips a dey i ag tet War Bord ie eum h aan aauke 
Sith a Sthunee 9h it, ret) gine $7 Sead yoru shi 
5 hahha kanohe ts yc children gioe 38 Hebtccnh ox ome xh there eonoeets, pusticelarly FREE AMD LEDER 
Magen woh ebvomgee 17 wae ee re re . Yor sald Sen nn elle ion om ih» 
» jar - 
12 WHYS 10 Gaeverne tis sah 0h he 8 lead 9th tel oh shea 9h eset Wong Ress 
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Cogn. 900, COMTNENTAL BAKING COMPANY, n.. 








6674 ADMINISTERED PRICES 

EXAMPLES OF ADS SUBMITTED BY HAROLD HARTFORD SHOWING 
BREAD SELLING AT 10 CENTS OR LESS IN HENDERSON, KY 
(Additional examples may be found in the files of the subcommittee) 


Green Stamps 
for FREE Gifts of Distinction 


as en st] 229 So. Green Street 


or White Arrow “ti _ ¢ 
Detergent Large Pkg. 


= as 10 = 99: 


COFFEE 
CORN MEAL _: = 
us 5% 


Americap 
Beauty 


Standard Cut [Save 0n Your Food Bit t's the Total That Count | 


GREEN BEANS ...... 10:99: 


Thrifty Maid Evap Milk 9 = 99: 
HiC Brand Orangeade___ 5 <= *1% 
Nunn Better Flour :::. 10 = 69: 
Como Toilet Tissue A 19 


al Sie, PINEAPPLE .......5= 1" 





WING 
Y. 


e) 


ADMINISTERED PRICES 


cain rae 
ae Steaks 


Kona “Ct irinancing Some 


U.S. Goversmant laspected ond Graded .. Exoger Cut 


Chuck Roast 00° 


Sunny Calltiornta’s Plant... Pali Of The Sazahine Vitamin 


ae leas te 


poco cs 


”% 


ae 
As Tae Netee Sams ah is wees soll te 2 
5 A es « Weoune ae om £ 
ey fins Sagh Boe son omeh  s “a 
2 anime 


Aree hacen i Sie <MpD 40h She 

6 0 ner Siw Scone mo Paris “te 
Skew, Pnedo carte 16-000 Boadon vm Rng? 
« 
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ADMINISTERED PRICES 


EXHIBITS SUBMITTED BY JOHN BE. LANGE FROM “PROGRESSIVE 


GROCER” 


Super on continued 16 grow in one in OSB, hui a a shower parce than in any previnus font. 
The number of super markets ih operate i devarmined om) by new store ponetniction, but also 
by the expansian of existing stores upward itte the super market vouine brochet (2475,000 or more 

ernualy), afd the tlosing of outmoded of unprufiteble super markets, Progressive Grorar astimains 
that thers ¥ 29,900 supe: markete operating al the stare et 1999, “vided abeut cqualiy bet 
chain aod independents. In tho Gyear perind trom —— 198 a pumbet of nice Sean) hes 
——— “ an oii ” anes ioe ‘pet yar, 


SMALL 


STORES 
CHAIN AND 


INDEPENDENT 


| DUPERETTES 


(CHAIN AND 


INDEPENDENT 


“seta 
MARKETS. 
CHAINAND |} 
INDEPENDENT 


White the Increase in nutiber ofisuper Hs it ne may ns modest, thelr increase in” 


share of total U.S, Brotary store sales in| : shectaculoy. AY lod end of 1986 these chain 


and independent stores accounted for GRO, of” { 4 AIS, share in 1952 
Most of thé increase in Super tharhet share: of Salis. femal stores, Suparettes % 
Have docting ji f ‘Ot omies | Hub | of this uci ig a a the movin Wp OL existing 
superstion PuBGH: GF ihe ih Super market Share of saids will obwousty hecay 
at a & : f a Jrepducible mimi. 





ncrease if 


range CPI 


Suparet 
OF existing 


wamusiy te 


ADMINISTERED 


concise cnart binensts A Romplete 
grocery store nals in 1955, At the top of 
athe nummer of stores ih) ‘Oper j 
of shes, ig belo 


is the amber of stores. "aia 
+ Siiporetivs, 21% of the ni 


‘pny ie of 


9% at anion vetiiin a stores, 69% of the 


‘at sales, The avers 
tio 


PRICES 


CHAIN} 


INDEPENDENT 
$15.40 billion 


$1750 
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ADMINISTERED PRICES 


TEN TRENDS 


1- Trading stamp use and influence starting slow decline. 


NOTED BY FOOD RETAILERS 


itt 


Perishables to get stronger promotion, more advertising. 

Customers hecoming more price-conscious, Specials more effective. 

More interest in nutrition, 

Luxury-type super markets on decline, more emphasis on economy, better lay-out. 
Present items and brands need re-appraisal. 

Packaging and labels steadily improving. 

Private brands making headway. 


Manufacturers, wholesalers working more effectively with retailers. 


10 New store construction trend down—but more modernization and expansion of present stores. 


AVERAGE WEEKLY SALES PER SQUARE FOOT OF SELLING AREA 


ue ua we SQUARE _ SALES PER 
Sales per square foot of sali. BY LOCATION vOLU FET ANNI SQUARE FOOT 
ing teas have pas an in SELLING AREA SALES PER WEEK 
creasingly valuable measure. 
ment of store performance. SUPER MARKETS: 
Averages like these enable ; more 7 
those planning new stores to gg hn tes HM : i" 
estimate the amount of space , ity i % 44 
ae to. do an anticipated Fig . hits is ans $ 590,610 
volime—-and to judge the vol. | NEIGH: CORHOCD,.. i 532, 
ume that can be comfortably | PRM cme ay nn ‘oe 
ee stores of various | EDGE OF TOWN a 7,165 $ 885,540 
sizes, Super markets have (4) pa A HC a 
highest sales per square foot, SHOPPING CENTER Hh $315 $1,255,543 
with neighborhood supers |) shi 
leading within this volume ; c 
size. However, average sales Ue HE 
per suver market are highest (975,000 to $376,000 
in shopying centers, Many annual sales) i 
a, of irae. report high- DOWNTOWN a $194,910 
er and lower sales, and sales Ts fis 
per square foot than repre. | NEIGHBORHOOD $199,243 
sented by these averages, Bs “ MH ak } 

i iB $209,111 

$224,009 





